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to Formbrite,® the new drawing brass developed and 

sold by The American Brass Company, an Anaconda subsidiary. ce 
To manufacturers, Formbrite means savings in production ~ 
costs as it can be polished in as little as half the time ao 
it takes to polish ordinary drawing brass. In addition, - 
Formbrite costs no more . . . yet is stronger, stiffer, ’38 
“springier” — qualities which are important in stamped WCuris1 
or drawn products. P. Pin 


To the consumer, Formbrite means more attractive and 
more lustrous brass products — products that are more 
scratch-resistant, too. 





TA. 
Formbrite is the result of special rolling and annealing -M. | 
processes which produce a superfine grain structure in the ‘teas 
brass. It’s another good example of the way Anaconda is 
working to serve American industry. | Audit 
54293A Publi 
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If you are interested in learning more about Formbrite, write to The American Brass Company, General Offices, Waterbury 20, Connecticut. 
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Cover Picture ... Famous Bingham Canyon 
mine, largest open-pit mine in the world, 
first prospected in 1863, but not worked for 
its low grade copper ore until 1904, when the 
first experimental mill of what is now the 
Utah Copper Division of Kennecott Copper 
Corp. started operation. More than 1% bil- 
lion tons of ore and waste have been re- 
moved from this giant amphitheater—1.6 tons 
of waste for every ton of ore. After mining, 
milling, smelting and refining, the market- 
able copper 45,000,000 pounds per 
month — is 99.96% pure. Working capital 
has always been essential to a large opera- 
tion of this kind. As early as 1904 the 
Guggenheim brothers underwrote a $3,000,- 
000 bond issue for this particular venture. 
Today trusteed moneys are helping to 
finance the operations of Kennecott, world’s 
largest producer of copper, Anaconda, 
Phelps Dodge and other companies in the 
non-ferrous metals group. 
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WINNING OF THE MAJOR PARTY POSITION by 
the Democrats by a close slide, rather 
than a landslide, is not expected to bring 
reversal of existing conservative policies 
in Governmental spending, social, finan- 
cial or labor legislation, since many com- 
mittee chairmen will probably be conserva- 
tive Southern Democrats. Pick-up in busi- 
ness, with keener competition and sharpen- 
ing of price-pencils, along with an "easy 
but controlled" money policy — already 
forecast as in talks by Treasury Secretary 
Humphrey and top bankers at the recent 
American Bankers Associations convention, 
appear the consensus....An interesting de- 
velopment was the emergence of an apparent 
"pension vote," particularly in Florida 
and California, which may attain growing 
importance...."Prosperity by Proxy" — the 
belief that voting for governmental sub- 
Sidies and spending can generate general 
well-being — appears to have many con- 
verts, and the expectation of some infla- 
tion tendencies in the next Congress is 
ascribed as one reason for the post-elec- 
tion stock market rise. The slimness of 
the proverbial mid-term election reversal 
is another common explanation. 


WITH MORE THAN $100 BILLION OF SECURI- 
TIES under administration, corporate fidu- 
ciaries are by far the largest group of 
holders of bonds and stocks. A survey just 
completed (see page 980) shows further 
that their holdings of $56 billion in 
corporate equities compares with $12 bil- 
lion in portfolios of other institutional 
investors, thereby making them the 
major: factor in the capital market. The 
$105,000,000,000 of governmental and cor- 
porate bonds and stocks held in fiduciary 
capacities (including custodial as well as 
managed funds) leads commercial banks with 
$73 billion (all in 'governments'), life in- 
surance companies with $47 billion securi- 
ties. Fire and casualty insurance com- 
panies, savings banks, mutual funds and 
Savings and loan associations follow with 
totals of $12.5, 11.4, 5.7, 1.9 billions 
respectively. It is estimated that these 
trust department funds are administered 
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for the benefit of possibly several million 
beneficiaries, based on the 550,000-plus 
personal accounts represented, and addi- 
tional millions of beneficiaries of pen- 
sion trusts. 


EXECUTOR and TRUSTEE SERVICES CANNOT BE 
ADVERTISED by banks, says the Arkansas 
Supreme Court (see page 1058). Ruling ina 
case brought by the State Bar Association, 
originating out of a report of its 
"select" committee on Unauthorized Prac- 
tice of Law following several years agi- 
tation for corporate fiduciary restric- 
tions, the Court held that "to so adver- 
tise often places attorneys in a difficult 
situation" — presumably on the basis that 
Bar codes proscribe member advertising. 
Banks are also prohibited, by this de- 
cision, from drafting wills and trust 
agreements, preparing incidental papers 
for court pleading or filing, appearing in 
courts of probate on estate or trust mat- 
ters. New Hampshire and Washington have 
Similar prohibitions against advertising 
on the statute books, though the Supreme 
Court of the U.S. (See p. 606, July '54) 
stated that it could not believe that 
powers granted to banks "Should be con- 
strued so narrowly as to preclude the 
use of advertising in any branch of their 
business." 


EFFECTS OF THE 1954 REVENUE CODE make it 
imperative to review all estate plans, ad- 
vises J. Seymour Montgomery in an article 
(page 976) addressed primarily to the lay 
public. He points out the general areas 
where revision may be necessary. 


GEORGE C. BARCLAY of New York is the 
newly elected president of the Trust Divi- 
Sion of the American Bankers Association 
(see page 974 for annual meeting high- 
lights). In his first presidential address 
at the Mid-Continent Trust Conference in 
Chicago this month (proceedings summarized 
at page 982) Mr. Barclay remarked that the 
great growth in common trust funds will 
be given a further fillip when a simple, 
uniform trust agreement is worked out. 
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New A-B.A. president Homer J. Livingston 
of Chicago declared at the Conference that 
"an objective analysis of the economic 
growth of the country indicates that we 
are only at the beginning of the impor- 
tant role which trust services are to take 
in the future." 


COMMON STOCKS FOR CONSERVATIVE INVEST- 
MENT are here to stay. The American econ- 
omy has grown up during the first half of 
this century and the United States has 
emerged as the world's financial center, 
according to Benjamin Strong, president of 
New York City's United States Trust Co., 
speaking before the Trust Division in 
Atlantic City. Cheap money, markets free 
from excesSive speculative influences and 
the mature stature of corporation manage- 
ment, plus cooperative Governmental atti- 
tude toward business are important ele- 
ments contributing to this modern invest- 
ment approach, Mr. Strong points out at 
page 1023. 


ESZATE PLANNING COURSES in law schools 
have found ready response from trustmen 
and practitioners in assisting teachers 
with the practical aspects, according to 
Professor James J. Lenoir, in describing 
(page 990) the instructional approach in 
various schools. 


GOVERNMENT DEBT EXTENSION is still very 
much in the cards according to Secretary 
Humphrey, in an address before the Ameri- 
can Bankers Association convention last 
month. In nine of the eleven major treas- 
ury offerings of the past 20 months, in- 
vestors took securities longer than one 
year, whereas in the 20 months prior to 
January 1953, they were offered such fare 
on only two out of 13 occasions....Banking 
must have cooperation of supervisory 
authorities as a key instrument in ECO- 
NOMIC EXPANSION, observed Chairman John 
J. McCloy of the Chase National Bank of 
New York, who in reviewing the interna- 
tional political situation pointed out 
this country's need for foreign friendship 
and joint action....Growth through infla- 
tionary government spending is not solid 
Prosperity in Director of the Budget 
Rowland R. Hughes' opinion. Real economy, 
in small as well as big items, plus less 
government in business is the guiding 
Principle of the present Administration 
+»+-ATOMIC GENERATED ELECTRICAL ENERGY is 
on the way but will not upset established 
utility industry status, according to 
Gwilym A. Price, president of Westinghouse 
Electric Co., now engaged in constructing 
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a reactor unit. Normal growth will require 
increased power facilities, of which 
atomic sources might produce an estimated 
1.2% of 1964 total demand. 


AMERICANS SAVED 18 TIMES as much in the 
year ended in June as in 1950, but the 
savings habits, and recipients, changed 
considerably. According to a study in U.S. 
News & World Report (Oct. 22nd) two and 
one-half billion less was placed with com- 
mercial banks, life insurance and corporate 
securities, while more was put in savings 
and loan accounts, U.S. Savings bonds and 
state and municipal bonds, than in the 
earlier year. This indicates a trend away 
from the lower-interest time accounts in 
commercial banks, and a continuing in- 
crease in the placement of savings with 
institutional investors, including those 
"programmed under pension plans." 


THE COMMON TRUST FUND, or single port- 
folio for smaller individual trust invest- 
ment, is 131 years old. Massachusetts 
Hospital Life Insurance Co. has operated 
such a Fund since 1823. Investment changes 
and administrative procedures are de- 
scribed at page 1026. The Public Trustee 
of New Zealand's current report on its 
"Common" Fund — operated since 1894 — 
shows total of £20,648,114. 


BANKS and TRUST DEPARTMENTS CAN USE 
RETIREES for a number of needed part-time 
jobs, now that tax allowance of $1200 en- 
courages this supplementing of pension 
or investment income. New business plans, 
common=trust fund preparation, operating 
studies — even investment and accounting 
records — can be effectively and economi- 
cally done by pensioners of experience and 
judgment. 


“But, Agnes, they’ve got to be honest here.” 





BARCLAY HEADS A. B.A. TRUST DIVISION 


George C. Bar- 
clay, vice president 
of City Bank 
Farmers Trust Co. 
of New York, was 
elevated to the 
presidency of the 
Trust Division, 
American Bankers 
Association, at the 
annual meeting in Atlantic City, N. J., 
on October 18. A graduate of Harvard 
College and Harvard Law School, Mr. 
Barclay joined the trust company in 
1930. He has been chairman of the 
Trust Division of the New York State 
Bankers Association, the Banking Law 
Section of the State Bar Association and 
the A.B.A.’s Committee on Common 
Trust Funds. 





” GEORGE C. BARCLAY 


Moved up to vice president of the 
Division was Richard P. Chapman, 
president of The Merchants National 
Bank of Boston. Thoburn Mills, vice 
president of The National City Bank of 
Cleveland, was elected chairman of the 
Executive Committee, thus placed in line 
for the presidency two years hence. The 
following were named to the Executive 
Committee, all for three-year terms ex- 
cept Mr. Heath whose term expires in 


1955: 


William O. Heath, vice president, Har- 
ris Trust and Savings Bank, Chicago; 
Carlysle A. Bethel, senior vice president 
and trust officer, Wachovia Bank and 
Trust Co., Winston-Salem; Robert D. 
Ferguson, vice president in charge of 
trusts, Peoples First National Bank and 
Trust Co., Pittsburgh; Harold G. King, 
vice president and trust officer, Wells 
Fargo Bank, San Francisco; Joseph M. 
Naughton, president, Second National 
Bank of Cumberland, Md.; and Floyd O. 
Shelton, vice president and senior trust 
officer, Fort Worth National Bank, Fort 
Worth. 


President Maddox Reports on 
Activities 


In his report as retiring president, 
N. Baxter Maddox, vice president and 
trust officer of First National Bank of 
Atlanta, stated that the Trust Division 
was the first section to be organized 
within the American Bankers Associa- 
tion and now has 2,838 members repre- 
senting 99% of all banks actively en- 
gaged in trust business. While no accur- 
ate national figures of total trust busi- 
ness volume are available, a conservative 
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estimate (T&E, Mar. 1954, p. 320) has 
placed personal trust assets under admin- 
istration at more than $75 billion as of 
the 1953 year-end, Mr. Maddox indi- 


cated. 


Relationship with attorneys, life un- 
derwriters and supervisory authorities 
have improved steadily over the years 
through the work of three committees, 
Mr. Maddox said. With regard to the 
Bar in particular, both the National Con- 
ference Group and the Committee on 
Relationship with the Bar seek to pro- 
mote and maintain friendly relations so 
as to best serve the public. The Confer- 
ence Group has published — and ex- 
hibited at many Bar Association meet- 
ings — samples of advertising submitted 
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RICHARD P. CHAPMAN THOBURN MILLS 


by 400 trust institutions, all referring to 
the lawyer’s services. The national policy 
statement of the Group, first published in 
1947, was republished in the May 1954 
Trust Bulletin, together with the subse- 
quent statement on trust advertising and 
estate planning, and includes facts and 
figures about 42 local statements adopted 
to date. 


The relationship with life underwrit- 
ers, through the work of that committee, 
has been most harmonious. There are 
now 74 Estate Planning Councils, the 
speaker said, in 35 states, the District 
of Columbia and Canada, whose officers 
include 104 life underwriters, 99 trust- 
men, 43 attorneys and 36 accountants. 


The Committee on Relations with 
Supervisory Authorities held a _ very 
profitable meeting with representatives 
of the Federal Reserve Board, the Comp- 
troller of the Currency, the F.D.I.C. and 
the National Association of Supervisors 
of State Banks, at which many problems 
facing trustmen were worked out. 


Members of the Committee on Taxa- 
tion worked with representatives of the 
Treasury Department and the Joint Con- 
gressional Committee on Taxation in 
preparation of those sections of the 1954. 


Revenue Act relating to estates and 
trusts, Mr. Maddox reported, and fur. 
ther work will be necessary in connec. 
tion with the regulations under the new 
law. 


The importance of developing a sys. 
tem of cost accounting and of placing 
departments on a paying basis has been 
emphasized by the Committee on Costs 
and Charges through addresses and arti. 
cles. Additional interest in this subject 
has been generated by surveys conducted 
by the Federal Reserve Banks of Bos. 
ton, New York and San Francisco. 


A ruling from the Federal Reserve 
Board permitting direct transfer of com- 
mon trust fund participations between 
bona fide trusts was received by the 
Committee on Common Trust Funds (see 
Oct. T&E, p. 829). This committee has 
also prepa~ed a proposed amendment to 
Regulation F which allows investment in 
the common trust fund of monies held 
by a trust institution as agent for charit- 
able, educational and religious corpora- 
tions and organizations. There are now 
180 common trust funds (136 discre- 
tionary and 44 legal) operated by 142 
institutions in 3] states, the District of 
Columbia and Hawaii, with total assets 
near a billion and a quarter dollars, Mr. 
Maddox reported. 


The principal activities of the Com. 
mittee on Fiduciary Legislation centered 
on the simplification of security trans 
fers and the Proposed Uniform Act on 


Unclaimed Personal Property. The stock § 


transfer study began as a joint enterprise 
of the Committee and the New York 
Stock Transfer Association, and is being 
continued in cooperation with the Amer. 
ican Bar Association. 


Some of the 11 statutes.formally ap- 
proved by the Trust Division have been 
enacted 177 times in various states and 
the District of Columbia, the speaker 
stated, and some of the 15 other sug: 
gested statutes have been enacted 285 
times. 


Revision of two Trust Business text: 
books has been completed by the Com- 
mittee on Trust Education — “Trust De- 
partment Services” is off the press and 
“Trust Department Organization”’ will be 
available for American Institute o 
Banking classes in the fall of 1955. 


The Committee on Operations fot 
Trust Departments has been developing 
a series of articles on the various aspects 
of its field. The Committee on Trust In- 
formation conducted an annual survey 
on trust advertising. The Committee 0” 
Trust Policies has recommended a num 
ber of special studies, some of which are 
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already underway, and the Committee 
on Trust Investments developed the 
panel discussion on that subject at the 
New York meeting in February, 1954. 


Other Highlights 


The delegates were welcomed by Wal- 
ter E. Beyer, vice president and trust 
oficer of The Boardwalk National Bank 
of Atlantic City, and chairman of the 
Trust Committee of the New Jersey 
Bankers Association. 


In the principal address of the session, 
Benjamin Strong, president of The 
United States Trust Co. of New York, 
described the “big change” in trust in- 
vestment policy, with the trend toward 
equity investments. His remarks are 


published at page 1023. 


Merle E. Selecman, executive manager 
of the A.B.A., who served as secretary 
of the Trust Division since 1937, was 
honored at the close of the meeting when 
President Maddox presented him with a 
scroll on behalf of the members of the 
Division. The scroll reads as follows: 


“This token of affection and per- 
sonal appreciation is presented by the 
Trust Division of the American Bank- 
ers’ Association to Merle E. Selecman 
in recognition of his unselfish service 
to the trust institutions of America 
and for his outstanding leadership and 
devotion to duty as secretary of the 
Trust Division through the years since 
1937.” 


Joseph H. Wolfe, 
assistant secretary 
of the Trust Divi- 
sion, was named a 
deputy manager of 
the A.B.A. and sec- 
retary of the Trust 
Division. Mr. 
Wolfe joined the 
Association a year 
ago after three years as executive secre- 
tary of the North Carolina Bankers As- 
sociation. He was graduated from the 
University of Georgia, with B.S. and 
LL.B. degrees. After three years in the 
Navy, he taught law at his alma mater, 
the University of Michigan, and Wash- 
ington and Lee University. 





JOSEPH H. WOLFE 


The influences of technological ad- 
vancements on the long range future of 
the trust business and the day-to-day 
economic changes which are occurring 
on the domestic and international scenes 
will be discussed at the 36th Mid-Winter 
Trust Conference to be held February 
7-9, 1955, at The Waldorf-Astoria in 
New York, it was subsequently an- 
nounced by President Barclay. 


NovEMBER 1954, 


Livingston Heads A.B.A. 


Nearly 7,000 bankers from every sec- 
tion of the United States attended the 
80th convention of the American Bank- 
ers’ Association held in Atlantic City 
October 17-20. Sunday was devoted to 
executive committee meetings and group 
conferences on policy, followed on Mon- 
day by organization meetings of the 
four divisional groups. 

The initial general session on Tues- 
day heard Secretary of the Treasury 
Humphrey outline the fiscal problems 
and policies of the Administration, after 
which John J. McCloy, chairman, Chase 
National Bank of New York, stressed 
the necessity of close cooperation be- 
tween the banking system and regula- 
tory authorities to permit efficient func- 
tioning of the financing machinery. 

Retiring President of the Association, 
Everett D. Reese, president. The Park 
National Bank, Newark, Ohio, reported 
that observations during his year of 
travel in his official capacity warranted 
a feeling of optimism for the future. He 
expressed satisfaction with the adjust- 
ment from war to peacetime conditions 
in industry and with the contribution 
which the banking fraternity has made 
to this end, at the same time warning 
against complacency and stressing the 
positive approach which must be made 
toward creating a greater area of bank- 
ing influence. 

The closing general session heard 
addresses by Rowland R. Hughes, di- 
rector, Bureau of the Budget and Gwilym 
A. Price, president, Westinghouse Elec- 


tric Corporation. Mr. Hughes presented 
an excellent picture of how and where 
a business-minded budget management 
has achieved results despite political 
pressures, from which emerged evi- 
dences of intention to reduce Govern- 
ment activities competitiye with private 
ventures and to dispose of existing facili- 
ties not properly within the sphere of 
Government. Mr. Price analyzed the 
approaching era of atomic power gen- 
eration and advanced the thought that 
the utility industry need have no fears 
of adverse effects upon its economy, both 
because the same generative methods 
will still be used and because normal 
growth will call for greatly augmented 
power sources. 


The new President of the Association 
for the coming year is Homer J. Livings- 
ton, president, The First National Bank 
of Chicago, who will be assisted by Vice 
President Fred F. Florence, president, 
Republic National Bank, Dallas, Texas. 
Sherman Drawdy, president, Georgia 
Railroad Bank and Trust Co., Augusta, 
Georgia, was elected Treasurer for a 
second term. The Chicago Clearing 
House Association will act as hosts for 
the 1955 convention to be held in that 
city September 25-28. 


In accepting leadership of the Associ- 
ation, Mr. Livingston urged that the 
membership fight for sound economic 
and banking proposals, sell to the people 
the services of private banking in a free 
enterprise economy, and provide intelli- 
gent national leadership on economic, 
monetary and fiscal problems. 





OFFICERS OF AMERICAN BANKERS ASSOCIATION 


Homer J. Livingston (left), newly elected president of the American Bankers Association, 

being congratulated following his election by retiring president Everett D. Reese. Looking 

on are Fred F. Florence, newly elected vice president, and Sherman Drawdy who was 
re-elected treasurer. 
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How Yew Tax Law Alcs 
YOUR ESTATE PLANS 


ff oan SIGNIFICANT CHANGES IN INCOME, 
estate and gift taxes made by the 
Revenue Code of 1954 demand the care- 
ful attention of every property owner, 
and every corporation or other institu- 
tion with current or contemplated re- 
tirement or death benefit plans. A re- 
view of plans not yet in effect should be 
made to be sure that advantages offered 
by the new law are fully utilized. Tax 
savings and other benefits may be gained 
even for estates, trusts and retirement 
plans already in existence. 


A number of new provisions must 
await Treasury Regulations and court 
decisions for full clarification. For now, 
it is extremely important to know what 
situations are so affected by the new 
Revenue Act as to demand the most im- 
mediate attention. 


Life Insurance 


Perhaps of most importance are the 
possibilities for saving estate taxes in 
connection with life insurance payable 
to named beneficiaries (other than the 
insured’s estate). Taxability of the pro- 
ceeds in the estate of the insured no 
longer flows from the mere fact that he 
paid the premiums. Only if he has, at 
the time of his death, any of the so- 
called “incidents of ownership” (rever- 
sionary interests, the right to change the 
beneficiary, or to surrender the policy 
or borrow on it, etc.) will the proceeds 
be taxable in his estate. It is possible 
for the insured to divest himself of the 
incidents of ownership and escape the 
estate tax without defeating the purposes 
which the insurance is intended to serve. 
He may assign existing policies outright 
to others (including a trustee) or may 
take out new insurance on the applica- 
tion of a beneficiary with no incidents 
of ownership given to him by the terms 
of the policy. One policy may be ex- 
changed for another without capital 
gain. 


Some years ago, prior to the rule 


just changed by the 1954 Code, life in- 
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surance trusts were often used as part 
of an estate plan. With the introduc- 
tion of the “premium payment” test of 
taxability, the insurance trust arrange- 
ment lost much of its former attractive- 
ness and fell considerably into disuse. 
The new law, with its elimination of this 
test and reduction of the income tax ad- 
vantages of settlement options, may well 
revive the value of the insurance trust. 


Such a trust provides much more flexi- 
bility of disposition, as to both income 
and principal, than can be obtained by 
leaving the proceeds with the insurance 
company pursuant to one of the options. 
It also has the advantage that assign- 
ment of all rights in a policy to a trustee 
avoids giving control of the policy to 
some individual in whose judgment the 
insured may not have full confidence. 
The wording of the trust instrument as 
to the trustee’s dealings with the in- 
sured’s estate must be carefully drawn 
to avoid a claim by the Government that 
the insurance is in fact for the benefit of 
the insured’s estate, and therefore tax- 


able. 


Changes in insurance arrangements 
may. entail payment of gift taxes but, 
even so, the over-all tax savings may be 
substantial, what with the lower gift tax 
rates and exemptions. There may be 
ways of getting rid of the tax-incurring 
incidents of ownership without paying 
any gift tax, but this suggestion will re- 
quire careful study before any action on 
it can safely be taken. 





Mr. Montgomery, a 
member of the New 
York and New Jersey 
Bars, is the author of 
many articles and ad- 
dresses on estate 
planning. He has 
been a member of 
the Surrogate’s Court 
Committee of the As- 
sociation of the Bar 
of the City of New York, and vice chairman 
of the New Jersey State Bar Association’s 
Section of Real Property, Probate and Trust 
Law. 





Income Taxes on Estates and Trusts 


Of much importance are the changes 
in the Code concerning the income ta 
liability of estates, trusts and benefici. 
aries, and also the grantors of trusts, 
The specific changes are fairly technical 
ones and perhaps the most that should 
be said here is that those who are a 
fected by the changes benefit in some 
respects and in some respects they su. 
fer. The possibilities for beneficial ac. 
tion will vary with varying circumstances 
and general rules would be difficult. 


The estate plans of living persons can, 
of course, be revised in the light of 
these income tax changes. Also, trusts 
in operation which can be amended or 
revoked may readily be changed. Where 
instruments can be modified, it is wel 
to note that in several respects the in 
come tax liability of estates, trusts, bene 
ficiaries and grantors turns upon th 
language of the will or trust as cor 
strued by “applicable local law.” Hence, 
even more important than ever is paint 
taking and expert draftsmanship. 


Even for already existing estates ani 
trusts steps can be taken with respect t0 
income tax changes.* The first job of the 
executor or trustee is to determine i 
what income tax category the estate # 
trust falls and to classify its incomt 
If any change is deemed wise, the de 
vices of renunciation, release, assift 
ment of income or remainder interes 
or powers to direct payments of incom, 
agreements among beneficiaries. tert 
ination of trusts and election of, 
changes in, insurance options, suggé 
themselves as possible means to accolt 
plish what is desired. Also, changitf 
the tax year of a trust or the characte! 
of investments, such as buying or sé 
ing tax-free bonds, may in some cas 
produce helpful simplifications or other 
wise worthwhile results. Payments ot! 


*The practice of “‘post-mortem” estate planniaé 
is too often overlooked. See Rogers & Steril 
article in 14 Pittsburgh Law Review, p. 224. 
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Estate 


of trust principal may now change the 
tax category of a trust. An election or 
non-election to continue the old “sixty- 
five day rule” by certain trusts described 
in the law may have important tax ef- 
fects upon the beneficiaries. 


In the case of estates still in admini- 
stration, the pretty widely accepted 
practice of segregating each year’s in- 
come and paying it out to beneficiaries 
more than sixty-five days after the close 
of the year, in order to have the estate 
bear the tax at lower rates, has prob- 
ably been rendered useless. Possible sub- 
stitutes for this practice will depend 
upon the character and amount of es- 
tate income and of the independent in- 
come of the beneficiary. 


Annuities, Insurance Options, 
Retirement Income 


Any person receiving income from 
annuities, insurance options and retire- 
ment plans should seek advice as to the 
possibility of beneficial changes in his 
present arrangements. This is particu- 
larly true when some benefits under the 
plan will pass to others at his death. Re- 
tirement income, under certain circum- 
stances (e.g. the recipient must be sixty- 
five years old), and with certain limita- 
tions, is a credit (at the lowest tax rate) 
against an individual’s income tax. The 
tule as to the taxability of annuity in- 
come has been changed. Interest paid 
on money borrowed to purchase single 
premium annuity policies is no longer 


deductible. 


Certain insurance, endowment and an- 
nuity contracts can be exchanged for 
certain others without taxable gain or 
loss. Proceeds of life insurance or en- 
dowment policies paid to an insured 
during his life, to the extent that they 
exceed premiums paid, may be spread 
over three years for income tax pur- 
poses. Shifting of income as between 
certain family members by gifts of prop- 
erty may be indicated in order to ad- 
just for tax changes affecting the recipi- 
ents of retirement, annuity or insur- 
ance payments over a period. 


Short-Term Trusts 


The income from certain types of 
trust created during lifetime for many 
years has been treated as income of the 
creator of the trust even though the in- 
Come is paid in fact to another, These 
trusts include those in which an interest, 
either in principal or income, reverts to 
the grantor after a short period; also, 
trusts in which the grantor has retained 
certain interests or over which he has 
retained some sort of control or which 
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are to support a legal dependent. The 
new law makes important changes and 
clarifications as to such trusts. In some 
cases, the income tax burden, formerly 
upon the income recipient, may be back 
on the grantor’s doorstep. In other cases, 
the shift may be in the opposite direc- 
tion. 

In various respects, opportunities for 
advantageous use of the short-term trust 
have been enhanced. For example, it 
may be possible to set up a trust of a 
portion of one’s property with the in- 
come payable, in the discretion of the 
trustee or another (even the grantor), 
to a child during school and college 
years, with return of the principal to the 
grantor thereafter. The mere fact that 
income may be applied to the support 
and maintenance of the dependent will 
not make the trust income taxable to the 


This article, highlighting the im- 
portant areas of estate planning af- 
fected by the 1954 Tax Law, is de- 
signed primarily for a non-technical 
audience. Reprints are available from 
TRUSTS AND ESTATES for distribution 
to trust customers and prospects. 
Write the publishers for details. 


grantor. Only to the extent that the 
income is actually so used will it be 
taxed to him. Income not paid out will 
be taxable to the trust, in presumably a 
lower bracket than the grantor’s. 


The short-term trust, which has been 
used before for the purpose, has now 
more assuredly become an excellent de- 
vice for carrying out, with substantial 
tax savings, charitable impulses. In the 
case of a highly paid executive, for ex- 
ample, income from securities, added to 
compensation at the top brackets, may 
yield as little as ten per cent net after 
taxes. As long as he is likely to be em- 
ployed at his current compensation, he 
might well be able to give away his in- 
vested income without actually losing 
much. However, if he gives it from his 
own income, the amount he can deduct 
(together with all other charitable gifts) 
is 20 per cent of his total income (plus, 
now, an additional 10 per cent that may 
be given to churches, regular schools and 
hospitals) . 

But income of a trust for two years 
or more, with the income payable to a 
single tax-exempt charity, such as a 
church, regular educational institution 
or hospital, will not be taxed as income 
of the grantor. In effect, the grantor gets 
an income tax deduction of 100 per 
cent so long as the trust lasts and at the 
end of the trust term the assets can be 


returned to him. The trust termination 
date could be made to coincide with the 
time of his anticipated retirement or 
other cessation of salary income. There 
would be no gift tax involved in the 
creation of such a trust. 


Other Trusts 


Grantors of long-term trusts should 
also have these instruments reviewed. 
Even where not open to modification or 
revocation by the grantor, there is yet 
a possibility, as indicated above, that 
some steps could be taken by others in- 
terested in the trust to effect desirable 
changes. Both the income tax and the 
estate tax provisions of the new law pre- 
sent reasons for such reviews. If the new 
provisions result in changes in the tax 
impact, compensating changes in other 
areas of family financial arrangements 


should be considered. 


The long-term irrevocable trust can 
still be a useful tax saving device both as 
to the income taxes and estate taxes. At- 
torneys in preparing such instruments 
should consider the advisability of plac- 
ing in the hands of the trustee the power, 
within certain limits, to change the 
beneficial provisions so that the trust 
can “roll with the punches” of further 
tax law changes. Such a power should be 
in a trustee completely independent of 
the grantor, else the scheme might result 
in exposing the grantor to taxes as 
though he still owned the trust property. 


In making trust plans of any kind, it 
is flirting with tax danger for the gran- 
tor to make himself or a family member 
or close friend a trustee or sole trus- 
tee or otherwise retain direct or indirect 
controls. By and large, Uncle Sam says 
that if you really want to give over prop- 
erty (in trust) for the benefit of others, 
it won’t be taxed as your property either 
for income or estate taxes. But if you 
only pretend to do this and still retain 
such interests or controls, direct or in- 
direct, as to have the trust operate sub- 
stantially as though still owned by you, 
then it will be taxed as yours. It may be 
possible, in some cases, to have your 
cake and eat it too, but many attempts of 
this sort have proven to be “loop-holes” 
which have ultimately been plugged by 
Congress or the courts. 


It should be added that a living trust, 
whether revocable, amendable or not, 
offers other than tax benefits. Estate ad- 
ministration expenses can be lowered, 
continuity of operation (without the 
breaks required for probate, etc.) can be 
achieved and other incidental benefits 
realized, not the least of which are or- 
derly record keeping, sound investment 
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management, and physical safekeeping 
of securities—provided a competent and 
responsible trustee is selected. 


Marital Deduction 


Changes have been made in the mari- 
tal deduction provisions of the estate tax 
law which broaden the scope of this 
privilege. This deduction, it will be re- 
membered, is a device (similar to “in- 
come-splitting” under the income tax 
law and community property under the 
estate tax) whereby up to one-half of a 
married person’s estate is assumed at 
the time of death to belong, for tax 
purposes, to the surviving spouse, pro- 
vided such spouse receives the amount 
outright or in a qualifying trust. 


Now, a legal life estate with the proper 
power in the surviving spouse to dis- 
pose of the remainder has been added to 
the outright bequest and the trust with 
power of appointment as qualifying for 
the marital deduction. Also, the need to 
set up a separate marital deduction trust 
has been done away with. It is now pos- 
sible to give the spouse the income of, 
and power of disposition over, a speci- 
fic portion of a single trust, thereby 
eliminating certain problems of drafts- 
manship and administration. 


Deserving of specific mention is the 
new provision that “income splitting” 
between spouses may be continued for 
two years after the death of one spouse 
if a dependent child resides with the 
survivor. This may dictate some modifi- 
cation in estate planning. For example, 
this change, with the clearly possible 
result of more income for a spouse in 
the two years after death, might elimin- 
ate in some cases the need for special 
bequests or life insurance for a spouse, 
often provided for to “tide over” such a 
spouse in the early period of estate ad- 
ministration. 






Gift Tax Changes 


The gift tax law has undergone im- 
portant changes also. It is now possible 
to create a trust for the benefit of miner 
children and obtain the annual gift tax 
exclusion of $3,000 for each. 


Of great importance in this field is the 
new option granted the taxpayer to es- 
cape the gift tax on transfers of real es- 
tate to spouses jointly. This should 
broaden the scope of estate plans with- 
out increasing the present cost. 


Marital Support Agreements 


Support and maintenance agreements 
in connection with separation or divorce 
are also affected by the new law when 
executed subsequent to its effective date. 
Such agreements should normally be 
considered in connection with estate 
plans and often must be an integral part 
of them. Both the income and gift tax 
laws contain important changes affecting 
payments made pursuant to such agree- 
ments. Now, a husband may deduct, for 
income tax purposes, payments made 
under a separation agreement even 
though it is not (as was formerly re- 
quired) incident to a court decree. Such 
income becomes taxable to the wife. 
Also, property settlements will not now 
be subject to possible gift taxes, as was 
heretofore true, provided that the settle- 
ment is by written agreement and di- 
vorce follows within two years. 


Review of Plans 


The new code makes it essential for 
everyone whose estate, will, trust or re- 
tirement plan is touched by any of the 
above mentioned points (and possibly 
others) to seek a review or checkup of 
the instruments or even of the entire 
plan. But quite apart from the new law, 
a will is not an instrument to be put 
away and forgotten nor is a trust or com- 
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plete estate plan exempt from becoming 
obsolescent and ineffectual. Great ex. 
pense and trouble may result to estates, 
trusts or the beneficiaries from other 
changes in the law or circumstances 
affecting the intended beneficiaries or 
the willmaker or the will itself. Worthy 
of mention in addition to changes in 
laws affecting wills, trusts, estates and 
taxes, are changes: 


In will-maker’s residence to another 
state or country 


In will-maker’s financial or business 
status 

In will-maker’s family—i.e., birth; 
coming of age; marriage; divorce; 
strained relationships; old age; incom- 
petence; disappearance; death 


Affecting executors and _ trustees 
(fiduciaries) named in will—i.e., old 
age; incompetence; disappearance; 
death of individual fiduciary; change 
of residence of individual fiduciary; 
will-maker’s loss of confidence in one 
or more fiduciaries; merger of corpo- 
rate fiduciary 


Affecting witnesses, i.e., death; dis- 
appearance; change of residence; old 
age or mental incompetence; possible 
bias or hostility 


This partial list indicates the kind of 
thing that makes it imperative to go 
over a will or estate plan periodically to 
see if it should be adjusted for changed 
circumstances. 


Not every case will require revision 
but the need cannot be determined un- 
less the instrument or plan is reviewed 
in the light of the new tax law and other 
changes of the nature indicated. 


Most laymen will want advice in de- 
ciding what, if anything, to do about 
their wills, trusts, life insurance and re- 
lated matters. The best plan will come 
out of the combined teamwork of an es- 
tate attorney, an insurance underwriter, 
and a trust officer. 
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PPROXIMATELY $250 BILLION OF BOND AND STOCK SECURI- 
FR vee subiic and corporate—are held by the six major 
groups of Institutional Investors, according to a study just 
completed by Trusts anp Estates Magazine. Of this 
amount, the largest single type of holding — Governmental 


bonds (Federal, State and local authorities) — totals over 
$134 billion. 


Second place is held by Corporate stocks. The aggregate 
of common and preferred holdings, based on official reports 
for banks, insurance, savings and investment companies, 
and on projections of official reports for fiduciary institu- 
tions, is now in excess of $68 billion. Corporate bondhold- 
ings total about $57 billion. 


The chart analysis, by types of institutional investors, 
is based on figures for December 31, 1953 (unless other- 





How Instrrutionat Funps Are INvestep 


SECURITY HOLDINGS BY TYPES 


wise specified) and shows the proportion of portfolio hold. 
ings in the major classes of securities, in billions of dollars, 


Trust institutions are by far the largest investors in corpo. 
rate stocks, with some $56 billion, and with addition of $18 
billion in corporate bondholdings, have the largest interest 
in all corporate securities. Pension trust funds, estimated 
by the Federal Reserve Bank of New York to be well in 
excess of $20 billion, are expanding so rapidly both in new 
accounts and in additions to established funds that complete 
data from all State and Federal banking departments are 
impractical of comparative and current compilation. 


The totals for trust department assets include personal 
trust, estate, administrator, guardian, investment manage- 
ment and custodian accounts and some of the pension funds, 
Custodian and investment agency accounts are generally 


(IN BILLION $) 


Trust INnstTiTuTIONS (Fiduciary Funds) 


COMMERCIAL BANKS 


SAVINGS & LOAN ASSOCIATIONS 


Trust Institutions: 1953 Report of Comptroller of the Currency for 
National Banks, State Banking Depts. of Conn., Ill., Me., Mass., N. Y., 
N. C., Ohio, Ore., Pa., Wash. and D. C. Other states (with aggregate of $25 
billion of trust department assets under administration) are estimates as tu 
state banks and trust companies, based on known figures or ratios. Figures 
are latest report date during 1952 or Jan. 1, 1953. 





SOURCES OF DATA 


Commercial Banks: 1953 Report of Federal Deposit Insurance Corp. 
Life Insurance Companies: Institute of Life Insurance report. 
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TOTAL SECURITIES HELD 





Code 
2 Government Bonds 


Corporate Bonds 





[ Corporate Stocks 





1.9 


Mutual Savings Banks: Data of National Association of Mutual Savings 
Banks. 


Fire and Casualty Insurance Companies: Reports to Supt. of Insurance in 
various states. 


Investment Companies: Staff compilation based on data from National 
Association of Investment Companies and reports of mutual funds to S.E.C. 


Savings and Loan Companies: Home Loan Bank Board, Washington, D. ©. 
Securities: New York Stock Exchange. 
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invested by or under direction of the principals though 
often on suggestions of the trust department, while a 
great many private, endowment and other institutional hold- 
ings are influenced by advice—direct or as board member 
or financial advisor—of trust officials. 


As adequate national information is not available to show 
the proportions by classes of securities administered by 
Trustees, the figures below are projections of the most signi- 
ficant breakdown available, the composite of reports of the 
bank-administered “Common Trust Funds,” show the follow- 
ing proportions: 


Government Bonds ______ 29.4% 
Corporate Bonds - 16.0% 
Preferred Stocks _. ose 
Commen Stocks 2 ee 
All others _. se cian Sel LA% 


These Common Trust Funds—administered by 146 banks 
in 32 states, District of Columbia and Hawaii and provid- 
ing a collective investment portfolio for 53,591 individual 
trust accounts of less than $100,000 each—totalled over 
$1,173,.348,000 at the end of 1953, thus giving a good cross- 
section of trustee investment policy. 


Since the security holdings of chartered trustees constitute 
nearly 42% of the institutional total, it is pertinent to note 
that these funds are administered for the benefit of more 
than half a million accounts; 271,704 in national bank trust 
departments and at least an equal number in state banks and 
trust companies. This indicates well over a million bene- 
ficiaries, since there are usually two or more immediate or 
prospective beneficiaries for each account. In addition, pos- 











ASK US TO CALL ON YOU! 





Today, a proper balance of tax-free state and 
municipal bonds and U.S. Government bonds 
may increase the net earnings from your 
bank’s bond portfolio. The management of 
these types of investments requires research 
facilities, technical knowledge and continued 
close attention to trends and taxes. 

The Bond Department of The Northern 
Trust will be pleased to revicw your present 
investments with you and discuss the plan- 
ning of a balanced bond program. We will 
be happy to have an experienced Bond Offi- 
cer call at your convenience. 
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sibly two million employees are beneficiaries of trust com- 
pany administered pension funds. 

These Trust Funds are not managed only for the 
“wealthy”, as shown by the fact that the average size of 
personal trust and court accounts as reported by the Comp- 
troller of the Currency for national banks is $56,700. The 
average size of the participation of the 54,000 trust accounts 


invested through Common Trust Funds (limited to not more 
than $100,000) is $21,891. 


College and Foundation investments are known to aggre- 
gate over two billion each, but available data is too far 
from complete to give an accurate picture of the amounts 
or proportions in.each type of security. Data on Labor 
Union funds and investments is as yet but fragmentary, but 
of substantial amount. 

The trend to institutional management of investable sav- 
ings has been on such a scale in recent years as to create 
a new atmosphere in the fields of investment marketing and 
corporate finance as well as in family and employee finan- 
cial management. The quarter-trillion doilar value of pro- 
fessionally-supervised investments becomes even more sig- 
nificant when compared with such figures as: 


Total Deposits of all Commercial 
and Savings Banks (U.S.) _.. ; 
Total Value of Securities Listed on 


$201 Billion 


N. Y. Stock Exchange -...... ies 
Publicly held U. S. Government 
Rr ys oh Mee ee * 


Current Assets of U. S. Corporations $190 
Disposable Personal Income -....... $250 ” 



























Trust Buttons Protect Nation 


23rd Mid-Continent Trust Conference Illustrates Fiduciary Stature 





AT OPENING SESSION OF MID-CONTINENT TRUST CONFERENCE 


(L tor) Trust Division president George C. Barclay, A.B.A. president Homer J. Livingston, 
welcomer R. Emmett Hanley, executive manager Merle E. Selecman. 


of the American Bankers Associa- 
tion and of The First National Bank of 
Chicago, told the record audience of 
trust executives at the Mid-Continent 
Trust Conference in Chicago on Novem- 
ber 4th, “You are the financial inter- 
mediaries for millions of savers and for 
those who use the funds. The manage- 
ment ef the vast properties of which you 
are stewards places upen you special and 
economic responsibilities of unusual 
magnitude. You determine the industrial 
and business channels inte which a large 
volume of funds flow . . . and make it 
imperative for businesses to operate 
efficiently before they can expect you to 
direct funds into their enterprises. That 
is a constructive discipline in the econ- 
omy.” 


A\* HOMER J. LIVINGSTON, PRESIDENT 


Setting the stage for a proper per- 
spective in which te view this multi- 
billion dollar business of Trusteeship, 
with its millions of private and pension 
trust beneficiarics, Mr. Livingston cited 
the tremendous growth of assets under 
personal trust department administration 
from around $3 billion in 1912 to over 
$75 billion in 1953, with pension funds 
alone growing at the rate of over $2 bil- 
lion a year and estimated to cover twen- 
ty-two million workers by 1960. - 


“The trust services of this nation to- 
day reflect in a striking manner the sig- 
nificant struggle in which the economic 
and political forces of the world are en- 
gaged,” he remarked, for they are “an 
integral and vital function of a society 
where men and women can own, man- 
age, conserve and dispose of property” 
under an econemy of free enterprise. 
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The vast industrial and scientific devel- 
opments in this country, accentuated in 
the last two generations of inventive 
genius, have, however, “revolutionized 
products and services so rapidly and ex- 
tensively that the hazards of extending 
bank credit and making investments have 
been greatly multiplied” he cautioned, 
though “industrialism is only now be- 
ginning to come of age” ... and “an 
objective analysis of the economic 
growth of the country indicates that we 
are only at the beginning of the impor- 
tant role which trust services are to take 
in the future.” 


In opening the Conference, R. Em- 
mett Hanley, president of the Corpo- 
rate Fiduciaries Association of Chicago 
and vice president, City National Bank 
& Trust Co., pointed out that the free 
interchange of ideas and experience has 
been a potent factor in the progress of 
all businesses and professions, and urged 
that it be better developed between the 
commercial and trust officials of every 
trust institution. Banking officers should 
be invited to attend meetings of the 
trust investment committee, as one of the 
best possible ways of giving them a pic- 
ture of fiduciary care and opportuni- 
ties and developing a team-work for re- 
ciprocal aid in developing new business. 
And as giving of due credit is an essen- 
tial of good public relations, Mr. Hanley 
recommended the practice of citing com- 
mercial officers who are responsible for 
new fiduciary accounts in the weekly re- 
ports sent to the president and distribut- 
ed among the trust and often banking 
officials. 


The recently elected president of the 





Trust Division, George C. Barclay, vice 
president of City Bank Farmers Trust 
Co. of New York, presented an excellent 
paper on one of the most important de. 
velopments in trust business — the Com. 
mon Trust Fund — and illustrated how 
it has contributed both to better and 
fuller service of the customer and to im. 
proved efficiency in investment and ad. 
ministrative work. Emphasizing the great 
potential for service through this invest. 
ment medium, used for bona fide trust 
purposes, Mr. Barclay said that the big 
problem is to find a simple form of trust 
with more uniformity for procedure, but 
advised against a printed form as com. 
pared to a suggestive one. He commend. 
ed to the attention of all trustmen the 
survey on Publicity concerning Com. 
mon Trust Funds to be published soon 
in TRUSTS AND Estates. His address is 
reported at page 1000. 

















In an inspirational speech replete with 
humorous and otherwise illustrative com- 
mentaries, W. H. Gove of EMC Record- 
ings Corp. of St. Paul outlined the psy- 
chology of business living and _ princi- 
ples of selling. 











“The economic prospects for the long 
run can be described in one word — 
good,” according to Dr. J. E. McCarthy, 
Dean of the College of Commerce at 
University of Notre Dame, because 
“American industry and business are 
sound at the core.” The demands of an 
increasing population for a high and 
broad standard of living, plus the re 
markable array of the machinery by 
which they can be mass-produced, wil 
bring a continued expansion of our econ- 
omy, provided it is kept free and peo 
ple are willing to work for it instead of 
depending on government for subsidy or 
pressure groups for economic advan- 
tage, Dean McCarthy assured the ca 
pacity audience. The needs of a nation 
which has seen what can be done by its 
free enterprise and industrial equip 
ment “means, in short, the perpetuation 
of individual and national prosperity.” 

























Proof that we are not “whistling in 
the dark to keep up our courage” is pro 
vided, he pointed out, by the millions 
of investment in expansion and moder? 
ization programs by astute managements 
of our corporations resulting from “ 
plain business decision based on faith 
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in the American future and a pretty con- 
vincing analysis of the prospects imme- 
diately ahead . . . and we have not 
forgotten that economic laws are as in- 
exorable in cause and effect as are the 
laws of nature . . . Our economy is 
sound. We are not duplicating the won- 
derful nonsense of the 1920s.” Further- 
more, he remarked, “Each need, as it is 
met—and each must be met (by proper- 
ly allocated action and responsibility of 
private business and government) means 
the creation of more jobs and hence 
more income.” 


The panel discussion of investment 
topics was under the direction of Albert 
Y. Bingham, vice president, Chicago 
Title and Trust Co., assisted by William 
B. Biederman, investment officer, First 
National Bank of Fort Worth, Texas, 
Charles W. Eliason, Jr., vice president, 
Commercial National Bank, Peoria, M. 
Dutton Morehouse, president of the 
National Federation of Financial Ana- 
lysts Societies and manager, Brown 
Brothers Harriman & Co., Chicago, and 
Gilbert H. Palmer, vice president, Na- 
tional City Bank of Cleveland. 


In considering the approach of 
smaller trust departments to administra- 
tion of accounts, the preparation of a 
definite investment policy and a pre- 
ferred list was held important in avoid- 
ing lost motion and assuring continuity. 
There is no substitute for experience 
and for that experience and willingness 
to assume responsibility the trust com- 
pany receives its fees. All reliable in- 
formation sources can be valuable but 
strict adherence to predetermined policy 
based upon competent judgment should 
be the criterion, rather than reliance 
upon the opinions of outsiders. 


Growth stocks are always a bone of 
contention because there are many de- 
grees of growth and its meaning may 
be illusory, with an initial cost which 
penalizes the account unduly for a pe- 
riod. If price and prospects for a com- 
pany are better than average, it should 
be bought but care is necessary to avoid 
investment in a company which appears 
to be making headway but is not actu- 
ally smartly managed, increasing, for 
example, its volume with a shrinking 
profit margin. The point was also made 
that inflation accounted for some of the 
growth in the last 25 years, hence study 
of individual companies is necessary, as 
performance in ‘inflationary periods is 
not always according to theory, as wit- 
ness the extractive industries. 


Recommended stock percentages in 
individual and pension accounts is al- 
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ways a controversial topic. Mr. Eliason 
suggested no set rule but individual 
treatment based upon needs and outside 
means. Mr. Morehouse limited his opin- 
ion to pension funds, remarking that 
20% used to appear high in such ac- 
counts but that today positions as high 
as 50% in many cases are not unusual. 
A starting limit of around 25% was put 
forward by Mr. Palmer for both individ- 
ual and pension funds which could then 
be gradually increased as circumstances 
dictated. An average individual holding 
of commons around 35% was indicated 
by Mr. Biederman and 30% for pension 
funds but mortgages can be used to 
supplement the stock position in these 
funds with better yield than upon the 
highest grade bonds. 


In discussing treatment of stock posi- 
tions, a distinction was made between 
percentages of new funds invested and 
accounts where the equity position has 
appreciated substantially. It was gener- 
ally felt that stocks should be sold only 
for a basic reason rather than by arbi- 
trarily cutting back or taking profits, 
but the prospect of capital gains tax 
should not cloud the trustee’s judgment 
if he feels that a sale should be made. 
Diversification is in order, especially 
where a large portion of the account is 
in one or two stocks. In such ticklish 
cases, full records showing consideration 
of all factors governing decision to sell 
or retain are recommended as a defense 
against later surcharge. 


In a run-down of well-selected pointers 
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for modern and high standards of op- 
erations, new business and investment 
practices to govern “smaller” trust de- 
partments, Roy M. Huff, vice president 
(and developer) of the trust depart- 
ment of the National Bank of Tulsa, 
provided a review that applies to fiduci- 
aries of all sizes. His forthright and 
specific comments are reported in this 
issue (page 1036). 

Talking on “Public Relations — Now 
and Then” (which they sometimes are) 
Lee L. Matthews, president of American 
Trust Company of South Bend, Ind., 
said that many serious handicaps to 
trust development and acceptance arise 
in the field of public relations, starting 
with inadequate cooperation between 
commercial and trust departments, and 
directors. As an example, the immediate 
past president of the Financial Public 
Relations Association suggested that, 
when a banking customer is about to 
take a long trip, the bank officer should 
bring him to the trust officer, who can 
pin him down to making an adequate 
will, or bringing it up-to-date. Since all 
people seek physical, spiritual and finan- 
cial security, the trust business has a 
fundamental place to fill, but whether or 
not the professional trustee gets the busi- 
ness depends largely on his brand and 
attitude of public relations — “‘is it the 
kind that attracts confidence and loyalty 
or discourages business dealings? There, 
we must, of course, synchronize the 
deeds to the words.” Mr. Matthews em- 
phasized the point, in internal bank re- 
lations, that promotion comes not merely 
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because one is a fine bookkeeper or other 
specialist, but because of ability to get 
along well with people. 

Business assets are, and should be- 
come more, important elements in trust 
service, and the corporate fiduciary 
with its varied experience, business con- 
tacts and facilities, is the logical source 
of aid in the many problems confronting 
the proprietor, partner and business 
owner, according to Arthur B. Pfleid- 
erer, vice president of Detroit Trust Co. 
In his most ably prepared speech re- 
ported in subsequent columns, he gave 
cautions and suggestions, illustrated 
with actual cases, which comprise an 
excellent guide to handling, and obtain- 
ing, such business, with pre-planning 
counsel that can be of inestimable value 
to the customer and to the progress of 
small business itself. 


Answering questions submitted by the 
luncheon audience, John S. Knight, edi- 
tor and publisher of the Chicago Daily 
News, offered some pungent observa- 
tions, largely concerned with the recent 
elections and their effect on business, 
stating that any smart political party to- 
day realizes it has to support private 
business progress and soundness, as it 
is the base of productive welfare of mil- 
lions of workers, and of the Government 
taxing needs. Demagoguery, he remark- 
ed, is one of the most dangerous forces, 
but the realities of economic life tend to 
be sobering influences. 


At the concluding session, Roland K. 
Smith, past chairman of the committee 
on taxation of the Chicago Bar Asso- 
ciation, reviewed the recent changes af- 
fecting taxation of estates, gifts and 
trusts, planning and execution. In com- 
menting on changes affecting deferred 
compensation plans, James J. Saxon, as- 
sistant general counsel of the A.B.A. in 
Washington, remarked the liberalization 
of qualifications and the increased re- 
ilance on regulations and rulings to 
adapt to varying situations, recognizing 
that one is dealing here with a matter of 
public policy. 

The 24th Mid-Continent Trust Con- 
ference will be held in Houston, Texas, 
on November 3rd and 4th, 1955. 


AAA 


@ A two-day conference for life under- 
writers was sponsored recently by Peo- 
ples First National Bank & Trust Co., 
Pittsburgh. Several hundred general 
agents and underwriters discussed the 
1954 Internal Revenue Code with parti- 
cular reference to its effect upon sales 
opportunities through estate planning, 
business insurance plans and stock re- 
tirement. 
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Bank Women Elect 
Cora Blanchard—Change Name 


Cora I, Blanchard, assistant treasurer 
of the Suffolk Savings Bank for Seamen 
and Others, Boston, was elected presi- 
dent of the Association of Bank Women 
at the October annual convention in 
Houston. 


Other officers elected were: Vice Presi- 
dent — Virginia A. Rehme, assistant vice 
president, Southern Commercial & Sav- 
ings Bank, St. Louis; Recording Secre- 
tary — Margaret M. Buckley, manager, 
Washington Square branch, Brookline 
Trust Co., Brookline, Mass.; Correspond- 
ing Secretary — Louise Seely, clerk of 
the corporation, Charlestown Savings 
Bank, Boston; Treasurer — Florence C. 
Otten, comptroller, Citizens Savings 
Bank, Citizens Trust Co., Providence. 


The new chairman of the Publicity 
Committee is Mrs. Irma S. Robins, as- 
sistant director of public relations, 
Franklin Square National Bank, New 
York. 


The name of the Association was of- 
ficially changed from Association of 
Bank Women to National Association of 
Bank Women. 


At one of the trust sessions a skit was 
presented — “Estate Planning vs. Post 
Mortems” — in which a young couple 
with a $300,000 estate go to the trust 
officer of the “Staysane Trust Co.” and 
amid amusing, true-to-life comments and 
stories, learn about intestacy laws, the 
bank’s investment advisory service, the 
part played by taxation in estate shrink- 
age, the values of trusts, and the im- 
portance of a corporate trustee and ex- 
ecutor. The skit was written by Mrs. 
Nancye B. Staub, assistant vice presi- 
dent of Morristown (N. J.) Trust Co., 
who took the part of the trust officer. 
The roles of the estate owners were 
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played by Marion Quell, trust admin. 
istrator of Irving Trust Co., New York, 
and Catherine McCallum, assistant trust 
officer of Florida National Bank, Jack. 


sonville. Iweta Miller, assistant vice 
president of City National Bank, Hous. 
ton, took the part of the loan officer who 
arranged the meeting between the couple 
and the trust officer. 
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Oklahoma Trust Division 
Holds First Fall Meeting 
The Trust Division of the Oklahoma 


Bankers Association held an autumn con. 
ference on October 4 in Tulsa, this being 
the first time that the Division has met 
separately from the date of the Associa. 
tion’s annual convention. Topics and 
speakers included: “Income Taxation of 
Estates and Trusts under the 1954 Rev- 
enue Code” by Earl R. Wiseman, dis- 
trict director of internal revenue for 
Oklahoma; “Business Outlook and 
Trust Investments” by Joseph C. Bick. 
ford, assistant vice president, Bankers 
Trust Co., New York; and “How a 
Banker Looks at his Trust Department” 
by R. Elmo Thompson, executive vice 
president of First National Bank and 
Trust Co. of Tulsa. 


Francis G. Hawkins, trust officer of 
National Bank of Tulsa, is president of 
the Trust Division. John H. Miller, as- 
sistant vice president and trust officer of 


First National Bank & Trust Co. of Ok- 
lahoma City, presided. 
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Michigan Trust Division 
Conducts Fall Conference 


The Trust Division of the Michigan 
Bankers Association held its annual Fall 
Conference at Hidden Valley, Gaylord, 
September 24-25. The introductory re- 
marks were given by Harold Charter, 
chairman of the MBA Committee on 
Trust Functions, and secretary and trust 
officer of Muskegon Trust Co. A panel 
moderated by Emil A. Tessin, vice presi- 
dent and trust officer of Second National 
Bank & Trust Co., Saginaw, discussed 
“Problems of a Trust Investment Com: 
mittee.” 


On the second day, “Insurance and 
Income Tax under the 1954 Internal 
Revenue Law” was presented by Allen 
B. Allwein, vice president of Detroit 
Trust Co., while George Cassidy, De- 
troit tax attorney, spoke on “Estates, 
Trusts and Gifts under the 1954 In- 
ternal Revenue Law.” 

eS 
e The National Bank of Commerce, 
Memphis, established a Common Trust 
Fund as of November 1. 
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NEW YORK TR US T DIVISION REPORTS 
YEAR OF PROGRESS 


ges EIGHTH ANNUAL CONFERENCE OF 
the New York State Bankers Associa- 
tion Trust Division, held in Syracuse on 
October 15th, highlighted progress to- 
ward the goals of broadened trustee 
services and a more liberal compensation 
basis set at the conference one year ear- 
lier. A record crowd of approximately 
250 trustment attended the Thursday 
evening dinner and the working sessions 
on the following day. 


The conferees were welcomed by State 
Bankers Association president Hulbert S. 
Aldrich, president of The New York 
Trust Co., who touched upon the impor- 
tance of the Association’s educational 
programs in assisting bankers to be- 
come leaders in the new social and eco- 
nomic areas which the atomic age may 
bring. Chairman Robert A. Jones, vice 
president of The Guaranty Trust Co. of 
New York, then reviewed the year’s 
work, with emphasis upon the regional 
meetings which attracted an attendance 
of over 450 trust people, as well as 35 
members of the Legislature and 15 Sur- 
rogates. These gatherings are held to be 
productive of great benefit in demon- 
strating to outside interests trustee meth- 
ods and objectives. 


Definite Achievements 


Progress in solving the involved de- 
tails of organization of the Mutual In- 
vestment Trust Fund which came into 
being through enabling legislation this 
past Spring was outlined by Charles W. 
Buek, vice president of the United States 
Trust Co., New York, and chairman of 
this committee. Approval of Federal and 
State authorities is necessary and, al- 
though great headway has been made, it 
will probably be some months before 
participations can be accepted by The 
Bank Fiduciary Fund. 


The always important matter of ade- 
quate compensation continues unre- 
solved, but George C. Barclay, vice presi- 
dent of City Bank Farmers Trust Co., 
New York, Chairman of the Committee 
on Costs and Compensation, reported 
informally that a hopeful attitude ap- 
pears warranted by recent developments. 


Committee Reports 


Summaries of reports submitted by 
other committee chairmen follow: 
Common Trust Funds—Harry M. Ly- 


ter, personal trust officer, Chase Na- 
tional Bank, New York—No legislation 


affecting this field has been enacted, 
Currently, there are 16 discretionary 
and 18 legal funds in operation, a gain 
of one in each group since last year. An. 
other legal fund has been authorized 
which is not yet active. As of July 31, 
or the nearest reporting date thereto, all 
New York State Funds totalled at mar. 
ket value approximately $350 million, 
for a gain of some $73 million during 
the year. The breakdown was $233 mil- 
lion in discretionary and $117 million 
for legals. While higher security prices 
accounted for some of the growth, “the 
larger part” came from new participa- 
tions. A new booklet has been prepared 
by the State Banking Department on 
General Regulation II, available after 
November Ist. 


Accounting Study Group—Edgar C. 
Geiger, trust officer, The Bank of New 
York, New York—Discussions have been 
continued with attorneys, trust men and 
supervisory authorities on simplification 
of forms and income schedules. The 
Committee will continue inactive until 
developments warrant action. 


Employees Benefit Funds—Esmond B. 
Gardner, vice president, Chase National 
Bank, New York—The committee took 
action in two State and one Federal mat- 
ters of legislation, as well as assisting 
in preparation of a questionnaire with 
the State Banking Department. Of 266 
banks in this State, on the basis of 261 
replies, a total of 95 reported that they 
administer pension trusts. 


Business Development — William B. 
Ogden, 3rd, trust officer, Merchants Na- 
tional Bank & Trust Co., Syracuse—Re- 
ported the successful Trust New Busi- 
ness School conducted with New York 
University which numbered 30 attend: 
ants. Eleven graduates in the audience 
were presented with plaques certifying 
to completion of the course. 


Trust Operations—William M. Con- 
nors, Trust officer, The Manufacturers 
National Bank of Troy—The sole pro- 
ject has been the income and expense 
survey in cooperation with the Federal 
Reserve Bank of New York which 
brought some problems due to divergent 
accounting methods. The committee's 
conclusion is that the study should be 
continued for at least one year more, 
that banks with less than $10,000 annual 
gross trust department income be elim: 
inated and that every effort be made to 
reconcile the dissimilar accounting prac 
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tices of the large metropolitan banks so 
that the benefit of their figures can be 
obtained. 

Veterans Accounting Study—Wilmot 
R. Craig, vice president, Lincoln-Roches- 
ter Trust Co., Rochester—Nothing spe- 
cific to report but matters involving ac- 
counts for incompetent veterans are be- 
ing observed and answers provided for 
any trust men with such problems. 

Trust and Estate Law—E. Tinsley 
Ray, trust officer, Grace National Bank, 
New York—Assisted in preparation of a 
questionnaire to member banks to learn 
whether the banks, their customers and 
the attorneys whom they contact favor 
change in the New York rules against 
perpetuities and/or accumulations. 


Trustee Tenets 


A wise and witty discussion of the 
principles underlying the prohibtion 
against divided loyalty and self-dealing 
in fiduciary affairs was offered by Wal- 
ter D. Fletcher, senior partner of the 
New York law firm of Davis Polk Ward- 
well Sunderland and Kiendl. The inter- 


ests of the client are paramount at all 
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times and there should never be the re- 
motest connection with the other depart- 
ments of the trustee institution which in 
any manner might affect this preferred 
position. Mr. Fletcher cited circum- 
stances in which loans might become 
necessary and stressed that in such cases 
the most favorable interest rate ruling 
for similar transactions should be ap- 
plied to avoid the appearance of self-in- 
terest. In the final analysis, the average 
officer, said Mr. Fletcher, develops an 
intuitive feeling about such matters. He 
may not know why but he is usually 
right and this sixth sense is “what he 
lives on.” 


Business Interest Administration 


; With the exercise of reasonably good 
judgment and diligence, fiduciary ap- 
pointments involving business interests 
can and should be a real part of fiduci- 
ary service, according to Aurie I. John- 
son, vice president, First Trust and De- 
posit Co., Syracuse, who presented a 
factual review of some of the considera- 
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tions governing their acceptance and 
conduct. Basic factors of law and sound 
business practice are the same every- 
where and the degree of strictness or 
procedure in court supervision should 
not be a factor in arriving at a decision 
to take or reject an appointment. As a 
very special type of holding, it is essen- 
tial that business interests should only 
be handled upon assurance of adequate 
fees to cover the cost of a good admini- 
strative job, said Mr. Johnson. 


Advance planning in will drafting in- 
volves a realistic appraisal of the entire 
situation and the customer must realize 
that the trustee cannot correct or over- 
come business weaknesses which the 
owner does not solve during his lifetime. 
In addition to discretion to continue the 
business, Mr. Johnson recommended 
special powers such as authority to bor- 
row from any source, including the fi- 
duciary bank; to allow retention of hold- 
ings arising from sale, merger, reorgani- 
zation, or recapitalization; to permit the 
business or the estate or trust to pro- 
tect its proper insurable interest in any- 
one in or out of the business; to grant 
stock options or incentives to the busi- 
ness managament and to allow incor- 
poration if not conducted in this form. 
Even though planning has preceded de- 
cease, Mr. Johnson felt that no obliga- 
tion to accept every appointment existed 
if altered conditions make it inadvisable. 


Once accepted, however, the trustee 
manager must adopt a “go-ahead” course 
of action embodying close relations with 
top management and rely upon the latter 
to take responsibility with advice of the 
directors, with the assurance that they 
will receive trustee support if they do the 
job. If a sale is indicated, steps to dis- 
pose of the interest to best advantage 
should be taken with especial avoidance 
of “peddling” or pressure which lowers 
its worth. 


Finally, warned Mr. Johnson, the trus- 
tee administrator must distinguish be- 
tween business risk and legal hazard, and 
experience, knowledge of the law and 
common sense are essential ingredients 
for the development of a good volume of 
fiduciary practice in this field in which 
“the exposure possibilities need be no 
greater than with some other types of 
investments.” 


The concluding afternoon session was 
devoted to a three hour discussion by 
Professor A. James Casner of Harvard 
Law School of some of the effects upon 
trusts and estates of the Revenue Act of 
1954. Delivered in lecture form, the 
speaker announced that his remarks were 
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based upon an article now in prepara- 
tion for future publication. It is accord- 
ingly not reported at this time. 


Following the presentation of a man- 
tel clock to retiring Chairman Robert 
A. Jones, the following officers were 
elected: Chairman, Charles E. Treman, 
Jr., vice president and trust officer, 
Tompkins County Trust Co., Ithaca, and 
vice chairman, Charles M. Bliss, vice 
president, The Bank of New York, New 
York. 


AAA 


North Carolina Bankers Meet 


At the annual meeting of the North 
Carolina Bankers Association, held in 
Greensboro, September 24-25, J. B. Bos- 
tick, vice president of American Trust 
Co., Charlotte, was elected chairman of 
the trust section for the ensuing year. 
Other officers named include: Ist vice 
chairman — John C. Mason, vice presi- 
dent of Edgecombe Bank & Trust Co., 
Tarboro; 2nd vice chairman — P. W. 
Ingalls, trust officer of Security Na- 
tional Bank, Greensboro; sec’y-treas. — 
B. B. Townsend, trust officer of Peoples 
Bank & Trust Co., Rocky Mount. 


Speaking on “Trust Development and 
Public Relations,” Virlyn B. Moore, Jr., 
trust officer of Fulton National Bank, 
Atlanta, pointed out that the movement 
of industry to the Southeast, especially 
North Carolina, was one reason for the 
current period of prosperity there. It 
naturally follows, he said, that there 
should be a corresponding growth of 
trust business, in the development of 
which trust officers and attorneys can 
collaborate to the advantage of the cus- 
tomer. 

On the second day, Carlysle A. Bethel, 
senior vice president and trust officer of 
Wachovia Bank & Trust Co., Winston- 
Salem, led a panel discussion on 
“Changes Made by the 1954 Revenue 
Act.” 

A A A 


Florida Trust Earnings 
Reported 


The gross earnings of the 22 active 
trust departments among Florida’s state 
banks and trust companies amounted to 
$313,606 for the fiscal year ending June 
30, 1954, according to Commissioner C. 
M. Gay’s report. This compares with 
$260,921 in the previous year. As the 
total current operating earnings of these 
22 institutions stood at $10,465,520, the 
trust departments accounted for approx- 
imately three per cent. For the entire 
145 state banks and trust companies, 


total current operating earnings reached 
$32,399,142. 
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A “DREAMY LAGOON” IN BERMUDA 


The 1955 Convention of the West Virginia 
Bankers Association will be held in the form 
of a Convention Cruise to Bermuda aboard 
the Queen of Bermuda, May 28—June 2, 
1955. Passengers may board the ship at New 
York or Norfolk. Regular convention ses- 
sessions will be held aboard the ship which 
will serve as hotel during the two days and 
one night in Bermuda. 


Maine Trust Assets Up 3.86% 


Trust assets of the 23 active trust de- 
partments in state trust companies in 
Maine increased 3.86% from June 30, 
1953 to June 30, 1954, reaching a total 
of $39,984,336, according to Bank Com- 
missioner Albert S. Noyes’ figures in the 
recently issued biennial report. Eight 
institutions have trust assets of more 
than a million dollars and two others 
are close to the million mark. Trust busi- 
ness in Maine has nearly doubled isnce 
1939. 

Trust department gross earnings grew 
from $127,400 in the calendar year of 
1952 to $146,721 in 1953. This repre- 
sents 1.26% of total current operating 
earnings of 30 trust companies in 1952 
and 1.31% in 1953. 

During the biennium two trust com- 
panies were liquidated, their assets and 
liabilities being assumed by other insti- 
tutions, and seven new branches or 
agencies were established. 


A A A 


Trust Earnings Reported for 
First Federal Reserve District 


Trust department gross earnings for 
New England member banks have been 
reported by the Federal Reserve Bank 
of Boston for the first half of 1954, with 
the Boston banks doing better than in 
the previous six months, and the other 
district banks not doing as well. Trust 
department earnings in the Boston in- 
stitutions amounted to $4,767,000, a 
gain of 11.6% over the last half of 
1953, whereas the other banks had total 
trust department earnings of $4,449,000 
representing a decrease of 10.5% from 
the previous half year. Trust department 
earnings for the Boston banks repre- 
sented 11.5% of total earnings and for 
the non-Boston banks 5.8%. 





Slight Gain in New York 
Trust Earnings 


State banks and trust companies in 
New York state had trust department 
gross earnings of $34,031,000 for the 
first half of 1954, of which $31,975,000 
came from metropolitan institutions and 
$2,056,000 from those outside of New 
York city, according to a report issued 
py Superintendent of Banks, William A. 
Lyon. This compares with a statewide 
total of $31,339,000 in the corresponding 
period of 1953, of which $29,684,000 
was from New York city and $1,755,000 
from outside. 


Expressed in percentage of total cur- 
rent operating earnings, the trust de- 
partment earnings (statewide) were 
10.7% in 1954 and 10.6% in the cor- 
responding half year of 1953. Subdivid- 
ing, the New York City institutions’ 
trust department earnings amounted to 
12.7% compared to 12.5% for the 1953 
half year, while the figures for outside 
of New York city were 3.0% and 2.9% 
respectively. 


A A A 


North Carolina Trust Earnings 
Up 11% 
Consolidated 1953 trust department 
earnings for all state banks in North 
Carolina amounted to $1,707,491 as 
compared with $1,533,089 in 1952, ac- 
cording to the annual report of Com- 
missioner of Banks W. W. Jones. This 
marks a rise of approximately 11% in 
the twelve month period. — 


A substantial amount of the total trust 
department earnings came from the 
eleven largest institutions, as indicated 
in the following breakdown quoted from 


the report. 
Size of Bank No. of Total Average 
by Deposit banks in Tr. Dep’t. Tr. Dep't. 
Liabilities this group Earnings Earnings 


61 $ 27,593 $ 4652 
$5 to $10 million 26 15,692 604 
$10 to $20 million 10 228,488 22,849 
Over $20 million 11 1,435,718 130,520 


$2 to $5 million 


A A A 


Oregon Trust Earnings Hold 
Percentage Standing 

Earnings of $144,021 in 1953 by the 
trust departments of state banks and 
trust companies in Oregon represented 
1.4% of total current operating earnings 
of these institutions, according to the 
recently issued report of the State Bank- 
ing Department. This is exactly the same 
percentage of total current operating 
earnings as 1952. The dollar amount of 
trust department earnings, however, it 
creased 28%. 
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Here is a quick way to help your clients 
examine their Wills before they are put to 
the inevitable trial of administration. 

By checking a short series of questions 
they can see the reasons why they 

should consult you about needed changes 


before it is too late. 


You may have any number of these 
folders without charge simply by calling 
HAnover 2-4600 (or writing) and 


asking our Trust Department for them. 


This is a small illustration of our 
readiness to work with you to solve the 
many estate problems that face your 


clients. May we be of service? 


UNITED STATES TRUST COMPANY 
OF NEW YORK 


Chartered 1853 
45 Wall Street, New York 5, New York 


Member Federal Deposit Insurance Corporation 














ESTATE PLANNING IN LAW SCHOOLS 


HE FIRST AMERICAN LAW SCHOOL 

Association round table on estate 
planning was held at the last annual 
meeting of the Association in Chicago 
in direct response to the wishes of the 
teachers of estate planning. At the pre- 
ceding Association meeting, a number 
of estate planning teachers, led by Pro- 
fessor Edward S. Bade of the University 
of Minnesota, decided to poll all teach- 
ers of the subject in member schools in 
order to ascertain the interest in a 
round table at which there would be a 
general exchange of ideas centering on 
a description of the materials and 
teaching methods followed in their 
courses in estate planning, and the prob- 
lems both solved and unsolved which 
they had encountered in their course 
presentation. The Association approved 
the round table, and a round table 
council was organized, consisting of: 


Edward S. Bade, University of Min- 
nesota; Olin L. Browder, Jr., University 
of Michigan; Alfred Harsch, University 
of Washington; John C. O’Byrne, Uni- 
versity of Iowa; Joseph Trachtman, 
New York University, and the writer as 
chairman. 


In order to stimulate informal dis- 
cussion, the council asked three well- 
known teachers of estate planning—Pro- 
fessor Harsch, Dean John Ritchie III 
of University of Wisconsin, and Dean 
Leon Wallace of Indiana University — 
to make brief lead-off talks in which 
they would describe their methods of 
teaching the course, and the materials 
which they used. The council decided 
too that, since trust officers as well as 
practicing attorneys, underwriters and 
others are extremely interested in the 
type of legal training offered in estate 
planning courses, it would be desirable 
to call upon an outsider — a man actu- 
ally engaged in estate planning work — 
to critically evaluate and comment upon 
the methods and techniques discussed 
by the teachers. Don H. McLucas, vice 
president of the Northern Trust Co. of 
Chicago, was therefore asked to com- 
ment upon the remarks by the teachers 
and to express some views as to what 
should be the type of training offered in 
Law Schools. 
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JAMES J. LENOIR 





In 1951, while 
teaching Trusts, Fu- 
ture Interests and 
Estate Planning at 
the University of 
Georgia, Professor 
Lenoir organized the 
first Estate Planning 
Institute at the Uni- 
versity. The follow- 
ing year he enlisted 
cooperation of Atlanta trust 





the active 
institutions in planning and promoting the 
Institute. During the past year he was visit- 
ing professor of law at Indiana University. 
He is now practicing law in Athens, Ga. 


Prior to the meeting the council sent 
out a short questionnaire to each teacher 
listed in the West Teaching Directory 
as offering courses in estate planning. 
It was thought that it would greatly 
assist the chairman in conducting the 
round table if he had advance informa- 
tion as to what methods the various 
teachers were following in their estate 
planning courses and the materials they 
were using. In addition it was important 
to know the pedagogic problems which 
the teachers would like discussed at the 
meeting. 


The widespread response to the ques- 
tionnaire indicated to a great extent the 
thoughtful experimentation in estate 
planning which is being carried on in 
Association Law Schools. In a majority 
of the schools estate planning is offered 
as a seminar course for seniors and 
graduate students, with enrollment usu- 
ally limited to a small group of from 
10 to 20 students. In addition the pre- 
requisites for the course are usually 
Future Interests, Taxation, Trusts, and 
Wills. Some schools also require or en- 
courage the students to take courses in 
Insurance, Business Organization, and 
Conflict of Laws. Usually the instructor 
who offers the seminar course has out- 
side assistance from one or more groups, 
such as trust officers, underwriters, and 
practicing attorneys, especially in help- 
ing the students with drafting the docu- 
ments necessary in following a problem 
approach. 


It appeared from the questionnaire 
that several schools offer an estate plan- 


ning course which is in effect an in. 
tegration of the standard courses in 
Wills, Intestate Succession, Estate and 
Trust Administration, Trusts, Future In. 
terests, Estate Planning, and Estate and 
Gift Taxation. In these schools the ob- 
jective apparently is to combine as much 
as possible the substantive law courses 
into an integrated course — a course 
more in line with the practitioner’s ap- 
proach to an estate problem. One of the 
difficulties found in these schools is that 
no one has as yet devised a teaching 
text which would cut through and in- 
clude the many subjects covered by the 
course. Also, it would seem to be a 
rather big order to develop substantive 
law concepts, and skills in handling 
them, in the same course unless the in- 
tegration has been well thought out and 
covers a sufficient period of class hours 
to permit reasonable mastery of essen- 
tials by the student. It appears that 
Professor Casner’s recent textbook on 
Estate Planning is an important effort 
in this direction, although it is not, nor 
does it purport to be, a complete integ- 
ration of fundamental property courses. 


The most interesting and most helpful 
answers to the questionnaire were those 
in which the teachers outlined what they 
wished to discuss at the round table 
and the conclusions they had reached as 
to what is and what is not workable in 
their courses. Some of the questions 
presented were: 


1. Am I right that Estate Plan- 
ning is only a stop-gap until we can 
improve the prerequisite courses 
enough to make it unnecessary? 


2. Is it preferable to spend the 
class time on intensive and exhaus- 
tive study of everything in a single 
problem as compared with the method 
of suggesting some of the problems 
and moving on to new topics? In 
short, should we aim at coverage or 
depth? 

3. What is the experience of 
others with outside speakers? How 
detailed an outline must one give 
such a speaker in order to make his 
presentation meaningful? 


4. How can we use the problem 
method and not sacrifice “habits of 
thoroughness ?” 


5. What should be the method of 
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handling substantive law in a course 
based solely upon problems? 


6. How do I obtain and what is 
the value of outside speakers — such 
as lawyers, trust officers, insurance 
people, etc.? 


7. What do others think of a 
course conducted with Casner’s new 
volume as contrasted with the small 
seminar class which follows the prob- 
lem approach? 


8. How can one integrate the so- 
called estate planning team in the 
course ? 


The conclusions reached by the 


teachers may be illustrated by the fol- 
lowing answers from seven schools: 


1. (a) Keep tax-saving in subordi- 
nation, which is not easy to do. 
(b) Keep on the practical, as 
distinct from the highly technical 
legal side of estate planning — 
depend upon the other instruct- 
ors to teach the law. 


(c) Try to get the student to 
discuss estate planning in the 
language of the layman — “liv- 
ing trust” for “intervivos trust”; 
“principal” for “corpus”; “bene- 
ficiary” for cestui,” for example. 


2. Outside speakers carry more 
weight with the student than faculty 
members, but must be chosen with 
great care. I am convinced that we 
have not tried enough drafting, that 
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it is as vital as the strict “planning” 
function. 


3. The course we teach (integrat- 
ing Wills, Intestate Succession, Estate 
and Trust Administration, Trusts, Fu- 
ture Interests, Estate Planning, and 
Estate and Gift Taxation) seems to 
be entirely workable. It eliminates a 
great many over-lapping features 
which previously existed among the 
separate courses now forming com- 
ponent parts of our principal courses. 
I believe it is more understandable 
for the students to be given the 
“whole ball of wax” in a coordinated 
fashion. 


4. We find that actual estates of 
living estate owners make the best 
materials. The seminar approach is 
the most satisfactory. 


5. (a) The number of students must 
be few — at most 12. 


(b) If competent men are avail- 
able, guest lecturers by other 
members of the estate planning 
team are enlightening to the 
students as to services available 
and biases of the insurance men, 
trustmen, etc. 


(c) Class room activity should 
be conducted by round table dis- 
cussion method, the students be- 
ing notified in advance as to 
what topic to discuss. Then, after 
coming to some conclusion, have 
the students do research and 
draft the necessary papers. 


CiTry NATIONAL BANK 


AND TRUST COMPANY of Chicago 
SALLE 


(Member Federal Deposit Insurance Corporation) 
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Will and Trust Forms 
for Attorneys 


City National Bank and Trust Company has pre- 
pared a number of comprehensive Will and Trust 
Agreement forms. These are for use of attortieys only. 
If you would like to see a copy of these forms, en- 


closed in a looseleaf binder, just let us know. 





6. The problem course method has 
worked very well here, compelling 
the student to learn to interview 
“clients,” develop pertinent facts, 
work up the law in the library, secure 
advice from specialists in insurance, 
accounting and trusts, giving guid- 
ance to the student by means of dis- 
cussions of tentative plans and con- 
clusions and preliminary drafts, and 
then ending up with criticism of the 
final plan and documents by a team 
consisting of the instructor, a trust 
officer, an insurance underwriter and, 
when possible, a tax accountant. 


7. I am satisfied with: 
(a) interest and motivation of 
students handling their own 
problem 
(b) effect of making the student 
present and justify his plan 
and later his drafted instru- 
ments, to 15-20 critics 
(c) series of problems rather 
than one large single problem 
(d) the technique of taking in- 
struments apart as a prelude to 
efforts to draft instruments. 
I am not satisfied with: 


(a) the cavalier handling of the 
details of substantive law 


(b) the time consumed in pre- 
senting and discussing detailed 
plans and drafts 


(c) the lack of a practical sense 
exhibited by some students. 
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_ The round table, held on December 
28, had approximately 80 law professors 
in attendance. The lead-off men briefly 
described their courses. Professor 
Harsch spoke of his course at the Uni- 
versity of Washington School of Law 
(see May 1951 Trusts anv Estates). 
Dean Ritchie had organized the estate 
planning course at the University of 
Virginia. Dean Wallace of Indiana Uni- 
versity, unable to be present because 
of illness, was represented by Professor 
John O’Byrne, University of Iowa, who 
read the prepared paper. 


In the main the round table achieved 
its purpose of a give and take informal 
discussion, with the significant develop- 
ments in estate planning teaching form- 
ing the chief basis for discussion. As 
replies to the questionnaire had indi- 
cated, the estate planning course in most 
schools is a small seminar group open 
to students who have completed ail or 
most of their training in the advanced 
property courses. In contrast to this 
specialized type of course is the more 
comprehensive estate planning program 
looking toward the integration of the 
traditional course materials involved in 
the estate planning task. Such a course 
not only requires major adjustments in 
the curriculum, but also the working out 
of suitable materials to fit the new in- 
tegrated approach. Professor Casner’s 


recent work on Estate Planning is a 
noteworthy step in this direction. 


It would appear that, for the time 
being, the great majority of law schools 
will develop their estate planning 
courses along the lines of the problem- 
solving, document-drafting seminar to 
which will be admitted only those stu- 
dents already trained in the basic ad- 
vanced property courses. Estate plan- 
ning teachers all over the country have 
found a ready response from trustmen 
and estate planning practitioners in as- 
sisting them in the practical aspects of 
such a course. This spirit of coopera- 
tion between trust officers and other 
members of the estate planning team 
and law school teachers offers tremend- 
ous opportunities for all parties. 


The fine participation of the four 
leading Atlanta trust companies in the 
work of training students in the estate 
planning courses offered at the Univers- 
ity of Georgia (see Virlyn B. Moore, Jr., 
Bank Conducts Law School Estate Plan- 
ning Seminar, February 1952 Trusts 
AND EsTATES) is a case in point. The 
students not only gain an understanding 
of the work of the corporate fiduciaries, 
but also receive valuable training at the 
hands of the able lawyers who work 
with the trust companies. This willing- 
ness of the trust companies to lend 
their resources to assist law teachers in 








I. B. A. TRUST SCHOOL — CLASS OF 1954 


Members of the class of 1954 of the Illinois Bankers Association Trust Development School in the 
lounge of .Abbott Hall on the downtown campus of Northwestern University. 
Front row: R. Emmett Bailey, First National Bank, Chicago; Clark Howell, Jr., Trust Company 


of Georgia, Atlanta; Thomas E. Woelfie, LaSalle 


National Bank, Chicago; McCurtain Scott, First 


National Bank & Trust Co., Oklahoma City; and James Schaefer, Central Missouri Trust Co., Jefferson 


City. 


Middle row: Vernon H. Smith, First National Bank, Winston-Salem, N. C.; Robert L. Montague, 
Wachovia Bank & Trust Co., Asheville, N. C.; Robert A. Davis, Northern Trust Co., Chicago; James 
F. Shepherd, Northern Trust Co., Chicago; Rollin Mansfield, First National Bank of Chicago and chair- 
man of the committee for the school; Harold J. Clark, Chicago, director of the school; Richard E. 


Kleeman, Northern Trust Co., Chicago; Jean R. Johnson, First National Bank & Trust Co., 


Tulsa; 


Don R. Frank, City National Bank, Kankakee; and Edwin H. Snyder, Chicago Title & Trust Co. 
Back row: Vincent Tomes, Hanover Bank, New York; Thomas A. Slaughter, Jr., First National 





Bank, Atlanta; B. J: Clark, Capital National Bank, Austin, Tex.; Charles F. Nordbusch, Commercial 
National Bank, Peoria; William L. Papke, Continental Illinois National Bank & Trust Co., Chicago; 
John P. Brockman, Provident Savings Bank & Trust Co.; Cincinnati; Frank J. Ponick, Cleveland Trust 
Co.; William J. Flaherty, City National Bank & Trust Co., Chicago; Ben J. Kerr Jr., Mercantile National 
Bank, Dallas; J. Rex Hovious, Central National Bank, Mattoon; Robert H. Long, Harris Trust & 
Savings Bank, Chicago; Benjamin L. Sommer, Commercial National Bank, Peoria; James Van Dyk, 
Mercantile National Bank, Chicago; Robert ©. Nihan, Northern Trust Co., Chicago; Jerome Carroll, 
Pullman Trust and Savings Bank, Chicago; and Gilbert H. Todd, Elliott State Bank, Jacksonville, Il. 
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the training of their students in estate 
planning skills is one of the significant 
factors in the development of many of 
the best estate planning courses now 
being offered by our law schools. 


A AA 


Hanover Bank Host to 
Young Lawyers 

The Hanover Bank of New York was 
host to 45 young lawyers from New 
York, New Jersey and Connecticut at a 
Young Lawyers’ Trust Conference at 
the bank’s Main Office October 27. De- 
signed to maintain the good will of the 
law profession, the conference was the 
third in The Hanover’s 1954 program. 
The all-day session embraced all phases 
of trust work, a tour of the bank, lunch- 
eon in the board room, and a “coffee 

and Coke” break in mid-afternoon. 


The young lawyers who participated 
were nominated by the senior partners 
of prominent law firms. Hanover trust- 
men thus were afforded the opportunity 
of meeting the young attorneys who are 
moving up the ladder to senior partner- 
ships, while the lawyers acquainted 
themselves with Trust Department tech- 
niques as practiced by a large bank. 


Randolph C. Harrison, vice president, 
welcomed the group and outlined the 
purposes of the conference. Warren H. 
Eierman, assistant vice president, pre- 


sided. 


Hanover officers who addressed the 
group included: Charles S. Wilson, Jr., 
assistant secretary, “Employee Benefit 
Plans;” Lester E. Lamb, vice president, 
“Discretionary Payments by Trustees;” 
William McGorry, assistant secretary. 
“Will Review and Estate Analysis;” Ed- 
ward E. Bremner, assistant vice presi- 
dent, “Estate Administration ;” Hermann 
C. Schwab and Donald R. Spaidal, as- 
sistant vice presidents, “Investments:” 
Hollis B. Pease, assistant vice president. 
“Common Trust Funds;” and Robert M. 
Lovell, vice president, “The Lawyer and 


the Bank.” 
A A A 


First Trust of Syracuse to 
Conduct Estate Planning 
Contest 


A prize of $200 for an estate planning 
contest open to senior students at the 
Syracuse University School of Law has 
been announced by First Trust & De- 
posit Co. of Syracuse, N. Y. The School 
of Law and the Onondaga County Bar 
Association will be co-sponsors. The Bar 
Association will select the judges and 
the award will be made at Syracuse 
University commencement. 


TRUSTS AND EstTATES 


Co 
atic 
tio! 
cils 
cou 
pra 
the 
wil 
ofh 
of | 
the 
tha 
pla 
val 
are 
ref 
enc 
mu 
the 
cou 


anc 
inc 


TRI 


fro 


the 
tee 
an¢ 


>state 
ficant 
1y of 

now 


- Was 
New 
at a 
e at 
, De- 
f the 
3 the 
Tram. 
nases 
inch- 
offee 


vated 
tners 
Tust- 
Inity 
) are 
tner- 
inted 
tech- 
. 


dent, 
the 
n H. 


pre- 


the 
_ Jr., 
nefit 
dent, 
es ;” 
tary, 
 Ed- 
resi- 
nann 
, as 
its ;” 
dent. 
t M. 


and 


LO 


- 


ning 
the 

- has 
De- 
hool 
Bar 
Bar 
and 
cusé 


ATES 





Bar Committee Endorses 
Estate Planning Councils — 
Current Activities 


The Unauthorized Practice of Law 
Committee of the American Bar Associ- 
ation was recently presented the ques- 
tion whether the estate planning coun- 
cils being organized throughout the 
country may encourage unauthorized 
practice of law, there being a feeling on 
the part of some lawyers that the result 
will be to project life underwriters, trust 
officers and accountants into the practice 
of law. In the October issue of its News, 
the committee has expressed the view 
that if lawyer members of these estate 
planning councils will see to it that the 
various national statements of principles 
are followed and that any complaints are 
referred to the proper national confer- 
ence group, it would seem that there is 
much more to be gained than lost by 
the Bar in the formation of these 
councils. 


October meetings of Life Insurance 
and Trust and Estate Planning Councils 
included the following reported to 
TRUSTS AND ESTATES. 


Los Angeles—William E. Murray, 
from the New York law firm of Davies, 
Hardy, and Schenck, and chairman of 
the American Bar Association Commit- 
tee on Taxation of Income from Estates 
and Trusts, discussed “The Use of 
Trusts Under the ’54 Revenue Code.” 


Atlanta—Furman Smith, of the At- 
lanta firm of Spalding, Sibley, Trout- 
man & Kelley, spoke on the principal 
changes in the 1954 Revenue Code af- 
fecting Life Insurance and Trusts. The 
following officers were elected for 
1954-5: Pres.—James P. Poole, Guar- 
dian Life Insurance Co.; Vice Pres.—J. 
Ben Moore, trust officer of First National 
Bank; Sec.—John H. Thurman, Penn 
Mutual Life Insurance Co.; Treas.— 
Frank D. Miller, trust officer of Citizens 
& Southern National Bank. 


Chicago — Stuart Monroe, general 
agent of Mutual Benefit Life Insurance 
Co., spoke on “Insurance and the Rev- 


enue Act of 1954.” 


Baltimore—W. Gibbs McKenny and 
G. Van Velsor Wolf, jointly discussed 
the trust and insurance features of the 
new tax law. The officers for 1954-5 are: 
Pres.—John Z. Schneider, manager of 
Connecticut General Life; Vice Pres.— 


James A. Hooper, Jr., trust officer of - 


Mercantile-Safe Deposit & Trust Co.; 
Sec.—Louis M. Fisher, vice president of 
Fidelity Trust Co.; Treas——Thomas W. 


Harrison, Jr., Connecticut Mutual. 
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Junior members of two professional groups in Kansas City — the Lawyers Association 


and the Jackson County Medical Society — had an opportunity to get acquainted and talk 

over mutual interests and problems at a buffet supper given recently by the trust depart- 

ment of City National Bank & Trust Co. At the party, which was held in the penthouse 

and roof garden of the bank, guests were welcomed by Charles G. Young, Jr., vice president 

and trust officer (shown here). The program also included a brief talk by Tom Collins, 
publicity director of the bank, and a film on trust services. 





Jackson, Miss.—A panel of speakers 
discussed the estate problem of the hypo- 
thetical John William Jones on the basis 
of given family and financial data, the 
problems being (a) to conserve the 
estate against the possibility of prema- 
ture death; (b) To devise the best sys- 
tem for continuing the business until 
his sons should be old enough to oper- 
ate it; and (c) to provide a life-time in- 
come for his wife. 


Philadelphia—Robert J. Lawthers, di- 
rector of Benefit and Pension Business, 
New England Mutual Life Insurance Co., 
spoke on “Life Insurance in Trusts under 
the 1954 Revenue Code.” The Council’s 
annual outing was held at St. David’s 


Golf Club, Wayne, on October 5. 


Pittsburgh—The November meeting 
took the form of a combined business 
meeting, address and social hour. Glynn 
A. Pugh, associate counsel of John 
Hancock Mutual Life Insurance Co., 
spoke on “Changes in the Internal Rev- 
enue Code” with emphasis on life insur- 
ance. 


El Paso—R. H. Feuille addressed the 
Council on “Estate and Gift Taxes un- 
der the New Code.” Incorporated in the 
address was a report on the University 
of Texas seminar on the code, insofar 
as it applied to this aspect of taxation. 


Hamilton, Ont. — Terence Sheard, 
C.B.E., Q. C., of Toronto, spoke on 
“The Individual and Collective Func- 
tions of the Solicitor, the Accountant, 
the Trust Officer and the Life Under- 


writer on the Estate Planning Team.” 


1954/5.CALENDAR OF FORTH- 
COMING TRUST MEETINGS 
and SCHOOLS 


American Bankers Association 


Mid-Winter Trust Conference 
Feb. 7-9; New York City 


Annual Convention 
Sept. 25; Chicago 


Western Regional Trust Conference 
Oct. 13-14; San Francisco 


Mid-Continent Trust Conference 
Nov. 3-4; Houston 


American Bar Association 
Probate & Trust Law Meeting 
Aug. 22-24; Philadelphia 
American Institute of Banking 
May 30-June 3; Miami 
Financial Public Relations Association 
Nov. 14-18; Hollywood Beach, Fla. 


Graduate School of Banking, Rutgers U. 
June 13-25; New Brunswick, N. J. 


National Assn. of Bank Auditors & 
Comptrollers 


Oct. 9-13; Denver 
New England Trust Conference, Corpor- 


ate Fiduciaries Assn. of Boston 
Dec. 10 (1954) Boston 


Pennsylvania Bankers Assn. Trust School 
Dec.’ 9-10 (1954); Harrisburg 


School of Banking of the South, 
Louisiana State University 
June 5-18; Baton Rouge 
School of Public Relations, 
Northwestern U. 
July 24-Aug. 6; Chicago 
Texas Trust Conference 
Nov. 3-4, Houston 
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EXCEPT WHEN IT COMES TO INSURANCE 


Rich man, poor man, Indian Chief—everybody’s playing the 
“‘do-it-yourself”’ game these days. 


But not even the most talented amateur can do it himself when 
it comes to insurance. 


Because insurance is a field for “professionals only.” That’s always 
been the heart of THE Home’s philosophy. And our new ad restates it in 
practical, down-to-earth terms—in language which has a special 
meaning for 20,000,000 families who make up the booming 
““do-it-yourself”’ market. 


The new Home booklet can be a real help to these hobby-happy homeowners. 
More than that, it’s a public service feature that contributes much toward better 
homes and better communities. In this respect, it will have the endorsement 

of bankers everywhere. 


* THE HOME* 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE « AUTOMOBILE e« #£MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


TRUSTS AND ESTATES 








Meet your HOMEtown Insurance Agent 


H+le showed me 
HOW TO DO IT... SAFELY / 


Do you have a hobby—or are you “handy around the house”? 
Then you'll find an extra advantage in talking to your Home 
Insurance man. His interests are probably very much like 
your own and he may be able to give you some good 


1 

’ 

1 

iston ; 

suggestions. He certainly will be able to give you sound advice “Tips to the Hendyman-Hobby a right | 
on practical safety measures. He has built a career on the HOW TO DO IT = ont This 1 
services of protection and his expert opinion, backed by more and a wrong Way ne pon the right way, ; 
than a century of Home experience, is well worth having. now nce bso? home or hobby. For your sre ' 
For your sake, see him soon! pire oat local Home agent or broker, or write : 
Home Insurance Company, Dept. X. ! 


vx Your HOMEtown Agent can serve you well—see him now! 


f * THE HOME* 
Srsucance <a 


Home Office: 59 Maiden Lane, New York 8, N. ¥. 
FIRE « AUTOMOBILE « 


The Home Indemnity Company, an affiliate, writes { 
wre > ? P Casualty insurance, Fidelity and Surety Bonds 
<4 i 
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PENSION and 


PROFIT SHARING 


DIGEST 


SAMUEL N. AIN 


New Approach to Death Benefits 


NE OF THE REASONS FOR THE RE- 

markable increase in rulings on 
qualified pension and profit sharing 
plans in the last ten years has been the 
income tax advantages which accrue to 
the employer and participants. Now an 
estate tax advantage has been added as 
a result of the enactment of Section 
2039 (c) of the Internal Revenue Code 
of 1954 and the revocation of P.S. 19 
by Revenue Ruling 54-398 (1.R.B. #38, 
Sept. 20, 1954). 


There did not seem to have been any 
basis under the old Code or regulations 
for the inclusion in an employee dece- 
dent’s gross estate of a death benefit 
payable under a pension plan where the 
employee did not have the unrestricted 
right to name his beneficiary. However, 
during the existence of P.S. 19, which 
was issued in 1944, it was not possible 
to take advantage of this exclusion with- 
out loss of other tax advantages inas- 
much as the Revenue Service generally 
refused approval of plans providing re- 
stricted death benefits. With the revoca- 
tion of P.S. 19 this barrier has been re- 
moved. 


This advantage is carried even further 
under Section 2039(c) of the 1954 Code 
where payments under a noncontribu- 
tory plan from a trust qualified under 
Section 401(a) are excludible from the 
gross estate of a decedent dying after 
December 31, 1954 if they are payable 
to beneficiaries and not the estate. In a 
contributory plan the amount excludible 
is the value of the benefit not provided 
by the decedent’s own contributions. 


In addition to estate tax consequences, 
the revocation of P.S. 19 opens the door 
to the inclusion, on a scale hitherto im- 
possible in qualified pension plans, of 
death benefits in the form of annuities 
to widows and dependent children. The 
desirability of this form of death benefit 
has long been recognized as witness its 
inclusion in so many foreign pension 
plans, in some older bank plans, and in 
public pension programs. The United 
States Civil Service Retirement and Dis- 
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ability Fund, covering most federal em- 
ployees and members of Congress, may 
be cited as an example. 


Under this program annuity payments 
are made to the widow and dependent 
children of a participant who dies during 
employment after five years of civilian 
service. Beginning upon attainment of 
age 50 or beginning immediately upon 
the death of her husband if she has any 
dependent children, the widow receives 
an annuity of one-half the participant’s 
pension credits accrued to the date of 
death. Payments to her continue until 
remarriage or death. When a widow (or 
widower) survives the participant, each 
eligible child receives an annuity of one- 
fourth the participant’s accrued credits, 
but not more than $360 nor more than 
$900 divided by the number of eligible 
children. These amounts are increased 
to one-half the accrued pension credits, 
but not more than $480 nor more than 
$1,200 divided by the number of eligible 
children when their widowed mother dies 
or if the death of the participant leaves 
the children orphaned. Payments to elig- 
ible children continue until age 18 or to 
prior marriage or death. In cases where 
self-support is impossible because of 
physical or mental disability, the pay- 
ments continue beyond age 18. 


An English publication reports that in 
that country the amount of the widow’s 
pension is about half of the retirement 
pension which the husband would have 
had if he had remained in service until 
normal retirement age at the salary at 


the date of death. 


Death benefits payable over a period 
of time to widows and dependent chil- 
dren have several advantages over lump 
sum payments. 


An individual’s need for death benefits 
is generally greatest in the years closely 
following his marriage, tending to de- 
cline as the children approach maturity 
and independence. The financial loss to 
his family in case of death immediately 
before retirement is generally substan- 
tially less than in case of death at an 
early age. 





It would appear to be arbitrary, there. 
fore, that the death benefit payable an 
employee’s beneficiary in the typical 
pension plan is either one that does not 
vary with his age at death or one that 
increases with age. There is no com- 
pensating factor to adjust for the fact 
that the demands on his financial sup. 
port are, in part decreasing. Also, under 
the typical pension plan the death bene. 
fit is the same for people with or without 
dependents. By providing death benefits 
partially as a lump sum and primarily 
as annuities, a more balanced program 
can be developed. A closer relationship 
can thus be maintained between the 
death benefit and the needs of the em- 
ployee’s dependents. 


If death benefits are payable directly 
from the trust without the use of insur- 
ance contracts, careful consideration 
must be given to the possibility of a 
relatively large number of deaths occur- 
ring within a short period of time. When 
the benefit is in the form of a lump sum 
there may be a serious financial drain 
on the assets. If, on the other hand, the 
benefit has the same value as the lump 
sum but is payable over a period of 
years, the financial drain on the assets 
of the trust will be considerably reduced. 


The estate tax advantages of the revo- 
cation of P.S. 19 and of Section 2039 (c) 
may well create a further impetus to the 
adoption of qualified pension and profit 
sharing plans. What is even more im- 
portant is that we are no longer faced 
with an arbitrary prohibition against the 
inclusion of a form of death benefit 
which both socially and economically is 
more desirable than the form of death 
benefit generally found in plans today. 


Underwriting Effects of Inflation 


SSUMING THAT AN EMPLOYER HAS 

decided that the pension benefit at 
normal retirement age should be 50% 
of compensation including primary so- 
cial security, the next question is, half of 
what compensation, the average com- 
pensation over the whole period of em- 
ployment, the compensation at retire- 
ment or at some other point of time? 
Each of these positions has an unending 
list of advocates and critics. The advo- 
cates will generally admit that none of 
these methods is the complete answer to 
the problems of an economy subject to 
inflationary and deflationary trends. 


A few years ago, it was proposed that 
an inflationary-proof pension plan was 
readily available by merely investing 
50% of all contributions in equities and 
then providing pensions which would 
vary directly with the value of the equity 
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holdings. If the equity-unit plan would 
automatically provide pensions which 
vary with the cost of living, then the 
next question is, why should the plan 
not provide benefits that will vary with 
the cost of living regardless of its equity 
holdings and thus absorb minor varia- 
tions between changes in capital values 
and the cost of living? The pension plan 
recently adopted by National Airlines 
does just that with certain limitations. 
That plan and its advantages are dis- 
cussed in “Cost-of-Living Pension Plan” 
by G. N. Calvert in the Harvard Business 
Review of September-October. 


Basically, the National Airlines Plan 
is of the unit benefit type and provides 
benefits based upon the employee’s aver- 
age compensation over the entire period 
of his service. At retirement each unit of 
annuity earned during the employee’s 
membership is adjusted to the cost of 
living at retirement by multiplying by 
the ratio of cost of living index at re- 
tirement to the cost of living index at 
the date of accrual of such unit. This 
determines the benefit at retirement. 
Changes in the cost of living after retire- 
ment are reflected by adjusting the bene- 
fit with the cost of living index twice 
each year after retirement. The cost of 
living index used is a two year moving 
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average based upon the Consumer Price 
Index of the Bureau of Labor Statistics. 
In making adjustments because of the 
changes in the cost of living index there 
are some limitations designed, for safety 
purposes, to take care of “sharp reces- 
sion” and “blow-off inflation.” 


Since 1900 the increase in cost of liv- 
ing has been at a rate lower than the 
growth of capital values of equities. If 
the future trends are substantially the 
same as the past, the investment of the 
assets in equities will of itself make up 
for cost of living variations. The em- 
ployer, in such case, will not be called 
upon to make up any deficit due to 
fluctuations in the cost of living index. 
However, the author of the cited article 
is apparently not himself convinced of 
the adequacy of the investment policy to 
take care of the variations because he 
finds it necessary to assume in his 
actuarial calculations a direct allowance 
for inflation of one per cent per annum, 
without taking any credit in advance for 
any growth which may be expected in 
the assets of the fund. As a result of 
this assumption the employer’s contribu- 
tions will begin at a higher level than 
that required for a plan without the cost 
of living provision — perhaps 25% 
higher. 


Whittier 
Long Beach 
Beverly Hills 
Los Angeles 
Santa Ana 
San Bernardino 
Redlands 


NATIONAL 


The resulting plan, while not as diffi- 
cult to explain as the equity-unit plans, 
would still seem to be quite complex to 
ansophisticated employees who still need 
to do a fair amount of computing to 
determine the value of their accrued 
benefits at any point in time, especially 
before retirement. Will the employees, 
then, appreciate what the plan does, or 
will their failure to understand the plan 
serve as a basis for suspicion? 

Basing a cost-of-living pension plan 
on the career average compensation of 
employees would appear to be an ana- 
chronism, The use of the time-honored 
final average compensation under which 
the benefit is based on the average com- 
pensation over the last five or seven or 
ten years would not only take care large- 
ly of the inflation problem prior to re- 
tirement, but would also give reasonable 
recognition to career advancement. The 
author himself refers to a plan based on 
the average compensation over the entire 
period of service as “*** the most de- 
ceptive in the atmosphere of conserva- 
tivism which frequently surrounds its 
establishment. The ‘shrinkage’ element 
built into its benefits, through failure to 
recognize inflation as a recurring prob- 
lem, leads to underfunding in the guise 
of full-funding. Its great weakness is the 


Bank of America offers you 


CALIFORNIA-WIDE 
TRUST SERVICE 


Bank of America’s fully equipped trust 
departments are located at strategic points 
throughout the state. Each department offers 
you a complete metropolitan trust service. 


Hank of America 


TRUST AN? ASSOCIATION 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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tendency to periodic obsolescence, peri- 
odic readjustment, and the necessity for 
periodic creation of new unfunded lia- 
bilities.” 

It is not inflation alone which recom- 
mends the use of a final average plan 
over a career average plan. The ordinary 
salary progression — particularly with 
salaried employees — frequently has a 
greater effect on the inadequacy of pen- 
sions than inflation. The cost-of-living 
plan based on career average compensa- 
tion tackles the problem of inflation 
sixty or more years hence with a new 
and worthwhile approach but disregards 
the problem of providing adequate pen- 
sions to employees who advance sub- 
stantially within the organization. 


Perhaps the answer lies in a combina- 
tion of “final-average” compensation, 
equity investments and cost of living ad- 
justments after retirement. Such a plan 
would tend to meet the inflation and the 
career advancement problems and still 
be more easily understood by the em- 
ployees. If the investments follow the 
cost-of-living index, with available ac- 
tuarial techniques the employer’s cost 
can be kept on a relatively level basis. 


Basically, we have the question of 
whether the future growth of capital 
values of equities will offset the in- 
creases in the cost of living. To what ex- 
tent will the growth of institutionalized 
savings counteract this tendency? In- 
deed, might not the very existence of 
plans of this type act as a damper on 
this relationship? 


Collecting Information on 
Employee Trusts 


ease TO A LAW ENACTED THIS 
year, the New York State Superin- 
tendent of Banking is gathering data on 
health, welfare and pension plans cover- 
ing employees in this state. On the basis 
of preliminary information thus far col- 
lected, it appears there are one hundred 
national banks and trust companies act- 
ing as trustees for some 2,000 plans 
within the scope of this act. Of these 
about 1,050 are pension trusts where 
not more than 10% of current annual 
contributions goes to pay premiums on 
insurance contracts. 


This law, which was an aftermath of 
an investigation disclosing widespread 
abuses in the handling of union welfare 
funds, is in the nature of temporary 
legislation. It is the intent of the Legis- 
lature that the necessary factual back- 
ground be obtained from which stand- 
ards of operation of these funds can be 
developed. 
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The First National Bank of Atlanta described its new collective pension plan in a one 


day session attended by 100 Georgia bankers on September 29, with N. Baxter Maddox, vice 
president and trust officer, presiding. The plan is available to all First National’s cor. 
respondent banks. Hiram E. Camp, Jr., assistant trust officer, said the reserves of all the 
correspondent banks participating in the plan, will be commingled and held in a trust 
fund to be administered by the First National as trustee, this being the first plan of its 
type offered by a Southeastern bank. The plan, being trusteed, offers: 1. Great flexibility 
(no restrictions on how it is funded); 2. Federal tax advantages; 3. The right to amend 
the plan or change trustees; 4. Minimum trustee and actuary fees; 5. No termination or 
severance loss; 6. No tax on capital gains. Bank policies applying to trust investments and 
the common trust fund will be followed in the investment of the pension trusts, providing 
the greatest return possible with maximum safety. 





Where banks and trust companies 
serve as trustees for employee welfare 
and pension funds, or act as agents for 
individual trustees, the fact-finding is 
being conducted under the direction of 
the Superintendent of Banks. In cases 
where plans are financed by direct pay- 
ments to insurance companies, or with 
funds held by individual trustees, the 
fact-finding will be under the direction 
of the Superintendent of Insurance. 


The information called for in the 
Banking Department’s questionnaire, to 
be returned by December 1, is quite 
extensive, covering the detailed provi- 
sions of the plan, assets held, receipts 
and disbursements, actuarial factors and 
methods, and plan documents. Much of 
it will permit statistical compilation. 


With the results of this survey, plus 
the results of a similar survey which it 
is expected will be made by the Super- 
intendent of Insurance, data should be 
available for determining standards 
which may be enacted by the New 
York Legislature. More fundamentally 
the data should be indicative of whether 
supervision on a statewide basis is the 
answer to the problem. The statistical 
information disclosed should be inval- 
uable to industry, unions, public agen- 
cies and students in the field. It may 
well become the basis for determination 
of the significance of such plans in the 
problems of capital growth and credit 


expansion. 
A AA 


e@ Alfred T. Hartwell, Jr., assistant trust 
officer, Union Bank & Trust Co. of Los 
Angeles, addressed the Lawyers Club of 
Los Angeles, on October 20. Subject of 
his talk was: “Trust Administration and 
the Attorney.” 





Profit-Sharing Plan Adopted by 
Pennsylvania Company 


A profit-sharing plan for the 2,000 em- 
ployees of The Pennsylvania Company 
for Banking and Trusts providing a com- 
bination of annual cash and savings bene- 
fits has been approved by the board of 
directors and will become effective this 
year, subject to approval by the Internal 
Revenue Service. 


Every employee with three or more 
years continuous service is eligible and 
each one’s share of the fund will be 
based upon a percentage of his salary, 
which percentage will be the same for all 
members. Members will receive each year 
a sum aggregating up to six per cent of 
the bank’s net operating earnings before 
income taxes, provided net earnings after 
taxes and expenses exceed six per cent 
of the bank’s capital funds. 


One-half of each member’s share, but 
not more than six per cent of his salary, 
will be paid to him in cash; the balance 
will be placed in trust, invested and paid 
to the member with all accumulated in- 
come when he retires. An employee lack- 
ing the three-year eligibility qualifica- 
tions will receive the cash payment but 
not the trust benefit until he becomes a 
member. 


The trust feature of the plan will oper- 
ate in addition to the pension plan now 
in effect at the bank. 


The bank estimates that each member 
will receive this year approximately 10% 
of his annual salary, half in cash and 
the remainder in trust. 


A AA 


@ Arthur C. Suhrbier, assistant auditor, 
Continental Illinois National Bank and 
Trust Co., Chicago, has been appointed 
chairman of the Trust Commission of the 
National Association of Bank Auditors 
and Comptrollers. 
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FOUR G) TAX HELPS... 


fimely, needed: 


NovEMBER 1954 


STANDARD FEDERAL TAX REPORTS 


For the man whose responsibilities demand that he have every- 
thing concerning federal taxes affecting business and individual 
taxpayers. Week in, week out, the STANDARD’s informative 
issues rush to subscribers complete details on every new twist and 
turn of pertinent federal tax law, as it breaks. Featured are author- 
itative full texts of laws, regulations, rulings, court decisions, 
forms, and related facts and information—all explained and tied 
into the over-all tax picture with helpful, understandable editorial 
comments. Current subscription plan includes 8 “bring-you-up- 
to-date” Compilation Volumes and companion Internal Revenue 
Code Volume. P 


FEDERAL TAX GUIDE REPORTS 


Edited and produced particularly for Tax Men who must stay 
abreast of unfolding developments concerning federal income 
taxes of the average taxpayer, the ordinary corporation or indi- 
vidual. Swift weekly issues provide quick access to essential facts 
and information—changes in statutes, amendments, regulations, 
decisions, official rulings, and the like. Everything is designed to 
facilitate tax work. Subscription for the GUIDE includes two 
loose leaf Compilation Volumes replete with pertinent law texts, 
regulations, rulings, decisions, explanations, examples, charts, 
tables, check lists. 


PENSION PLAN GUIDE 


Designed for all concerned with drafting, qualifying for federal 
tax exemption, operating and administering employee-benefit 
plans, CCH’s PENSION PLAN GUIDE carefully integrates all 
the controlling authorities to spell out their separate and com- 
bined effects on pension and profit-sharing plans. Makes clear 
the WHAT, HOW, and WHY of statutory and practical require- 
ments that shape and mold private programs. Special features, in 
addition to profit-sharing and pension planning, include:—Group 
Insurance Plans, Executive Compensation Plans, Fringe Benefits, 
Investment of Employee Trust Funds, Payment of Benefits, Guaranteed 
Annual Wages. Everything neatly arranged in one Volume, behind 
quick-finding Tab Guides. 


SINCLAIR-MURRAY CAPITAL CHANGE REPORTS 


(Produced and published by Sinclair, Murray & Co., Inc.,—a 
wholly-owned subsidiary of Commerce Clearing House, Inc.) 
When capital changes affect income from an investment portfolio, 
how can the Tax Man get the facts and information needed for 
correctly computing gain and loss for federal income tax pur- 

oses? In three loose leaf Volumes the complete capital changes 

istories of over 12,000 corporations are set forth. Fast, regular 
loose leaf Reports cover federal tax aspects of: stock rights, stock 
dividends, dividends on preferred stock redemptions, non-taxable and 
capital gains cash dividends, interest on bonds “traded flat’, amor- 
sizable premium on convertible bonds, and the like. 


Write For Further Details 
COMMERCE. CLEARING, HOUSE, INC.. 


NSWASe Se sssnnnnnen nnn sennnnaaannt AAAANANAAAA ANNAN SSR? SARA SESS MA 


PUBLISHERS of TOPICAL LAW REPORTS 


NEW YORK 36 CHICAGO 1 WASHINGTON 4 
522 FIFTH AVE. 214 N. MICHIGAN AVE, 1329 E STREET, N. W, 





COMMON TRUST FUNDS 


in elrospect onal Prospect 


GEORGE C. BARCLAY 


Vice President, City Bank Farmers Trust Co., New York; 
President, Trust Division, American Bankers Association 


HIS YEAR MARKS THE TWENTIETH 
p in Poeate of the establishment by 
the Trust Division of the Committee on 
Common Trust Funds. Prior to 1934 a 
few banks in the east had established 
so-called mingled funds for the invest- 
ment of trusts. However, these were all 
so-called contract funds; that is to say, 
there being no authorizing statute, the 
authority to invest in them had to be 
included in the trust instrument. These 
funds had the further disadvantage that 
it was held by the courts that the aggre- 
gate of the participating trusts was sub- 
ject to tax as if the fund was a corpora- 
tion. 


The original committee, which was 
chairmaned by Carl W. Fenninger, then 
Vice President of the Provident Trust 
Company of Philadelphia, was charged 
in 1934 with two tasks. The first was 
to convince Congress that a common 
trust fund is not a separate financial 
business but merely a mechanism to 
improve trust service and, therefore, 
ought not to be taxed as a separate 
entity. The result was the enactment of 
the original Section 169 (now Section 
584) of the Internal Revenue Code as 
a part of the Revenue Act of 1936. The 
Committee’s other assignment was to 
be of assistance to the Board of Gov- 
ernors of the Federal Reserve System 
in the drafting of Section 17 of Regula- 
tion F. The close cooperation of the 
Committee with the Board resulted in a 
regulation which is, in my opinion, a 
model for all regulations. It is short, 
clear (in most respects), and has not 
had to be amended in any substantial 
fashion during the past 17 years except 
with respect to advertising and except 
for the limitation on the amount of a 
trust which can be invested in a com- 
mon trust fund, which limitation was 
first raised from $25,000 to $50,000, 
and subsequently to the present $100,- 
000. 


Address at Mid-Continent Trust Conference, 
Nov. 4, 1954. 
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The first new common trust fund was 
established just 15 years ago by the 
Girard Trust Company in Philadelphia. 
Enabling legislation has been passed in 
42 jurisdictions in the United States, 
including Missouri where common trust 
funds were validated by court decision, 
Hawaii and the District of Columbia, 
and funds have been established in 34 
of these jurisdictions. The number of 
banks in the United States with com- 
mon trust funds is 147 and the number 
of funds is 187. There are also two 
common trust funds in Canada, one each 
established by 2 trust companies. The 
number of dollars invested in common 
trust funds exceeds one billion and a 
quarter. 


Types of Funds 


By far the greater number of com- 
mon trust funds are of the discreationary 
type but in a number of states where 
there is still the requirement of a legal 
list of investments eligible for trusts 
which do not contain discretionary in- 
vestment authority, many banks have 
found it desirable to set up so-called 
legal common trust funds for small 
trusts of this type. Since, however, it is 
most unusual these days, even in legal 
list states, for persons not to give full 
discretion to their trustees, these legal 
common trust funds are of use largely 
for existing business and as the older 
limited trusts terminate, the legal com- 
mon trust funds will decrease in useful- 
ness and one day will expire for lack of 
any trusts to participate in them. 


Almost all of the common trust funds 
are operated on the basis of a diversi- 
fied investment portfolio. There are 
presently 2 funds which are limited to 
bonds only, and 5 funds which are 
limited to common stocks only. In the 
case of the latter the idea was that the 
comon stock portion of any particular 
trust could be represented by an interest 
in the common trust fund and thus 


obtain greater diversification than would 
otherwise be the case. I have never 
been able to observe why such diversi- 
fication is not obtainable in a common 
trust fund holding a balanced portfolio 
of securities, assuming, of course, that 
the entire trust can be invested in it. 


For Smaller Banks 


It seems very clear from this record 
that the common trust fund idea has 
firmly taken hold in all portions of the 
country. I do think, however, that it is 
disappointing that such funds have been 
established primarily by the larger 
banks. Of course, under the regulation, 
no trust can hold more than 10% of 
the value of a common trust fund so 
that since it is impossible to find the 
trusts of exactly equal size, the practical 
result is that a bank must have 20 or 
25 eligible trusts before the fund can 
be opened. It is also true that in the 
smaller communties, there are many 
trusts consisting largely of holdings in 
family businesses, often local, which 
cannot be sold, or of local mortgages at 
higher yields than can be obtained 
from stock exchange securities; in other 
words, the smaller the bank, the more 
likely it is to be unable to liquidate 
what its trusts currently hold in order 
to participate them in a common trust 


fund. 


However, other trustmen have told 
me that they thought the expense of set- 
ting up a common trust fund, even 
where the two problems just mentioned 
do not exist, constituted a real deterrent. 
I am unable to agree with this as 4 
general proposition. In New York, 
where we have a very strict and detailed 
statute, including the requirement of 
periodic court accountings, there is a 
considerable added expense. But else 
where, with only the very simple re 
quirements of Regulation F to cope with, 
it seems to me that any bank, except 
possibly one with a.very small trust de- 
partment, can really save money and 
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render better trust service by establish- 
ing a common trust fund. 


Feeling that the idea of the joint in- 
vestment of trust funds is sound and, 
if unavailable for small banks through 
the common trust fund ought neverthe- 
less be made available to them in some 
other manner, a special committee of 
our New York State Trust Division 
evolved the idea of a bankers mutual 
investment fund and after extended 
consultations with our Banking Depart- 
ment and Surrogates Association, a bill 
was drafted which was enacted by the 
1954 Legislature.* 


Fundamentally, the mechanism con- 
sists of an open-end mutual investment 
trust so designed as to enjoy the tax 
advantages available under the Invest- 
ment Company Act of 1940. Only banks 
having trust departments in New York 
State and not already maintaining com- 
mon trust funds may participate their 
trusts in the fund. The mechanics of 
operating the fund will be exactly the 
same as those required to operate a 
common trust fund but the practical 
difference is that the fund will be tax- 
able by the Federal government as a 
regulated investment company which 
means, if capital gains are realized, 
either that the fund will have to pay a 
capital gains tax, or more likely. that 
the fund will pay out capital gains divi- 
dends to participants. Since by hypo- 
thesis the participants will be relatively 
small trusts, it is unlikely that such 
capital gains dividends will result in 
any appreciable tax to the participants, 
especially in view of the increased ex- 
emption of $300 and, of course, the net 
amount of such dividends can immedi- 
ately be reinvested in additional units 


of the fund. 


The mutual fund is to be managed 
by a board of directors of nine trustmen, 
with representation from each of our 
eight Bankers Association groups. This 
beard may appoint an executive com- 
mittee so as te avoid too much travel 
expense. The records are to be kept and 
the securities are to be managed by a 
bank within the state which is to be 
appointed on the basis of competitive 
bidding. The fee of this bank, plus some 
travel expense of the directors, consti- 
tutes the entire foreseeable cost of oper- 
ations, This cost will be deducted from 
the income. 


Because of the fact that despite our 
modified prudent man statute, New York 





*See April 54, T&E, p. 374, and description by 
Chairman Charles W. Buek in June T&E, p. 574. 
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is still a legal list state, it was thought 
desirable, at least for the moment, to 
limit investments of the fund to those 
permitted by our statute. Accordingly, 
there will not be in excess of 35% of 
stocks in the fund unless and until it is 
decided to ask the Legislature to amend 
the statute. 


Once the fund is started we will look 
forward with great interest to how it 
develops. If the plan has any practical 
value to any of you in your own com- 
munities, you might be interested in 
keeping in touch with how it fares with 
us. 


Misconception About Advertising 


Now I turn to a misconception widely 
held, that a bank cannot advertise its 
common trust fund. Regulation F con- 
tains only two affirmative prohibitions 
with respect to advertising. The first is 
that the bank in soliciting business or 
otherwise shall not publish or make 
representations which are inconsistent 
with the regulation. This is an obvious 
prohibition and would be inherent in 
the regulation even if not specifically 
stated in it. 

The second prohibition is that the 
bank shall not publicize or advertise in- 
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When the discovery well came 
in at now world-famous Signal 
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23, 1921—this Bank had been 
conducting a Trust Service for 
Southern Californians for 
nearly two decades. 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 





Head Office: Sixth and Spring Sts. 
Telephone MUtual 0211 


1001 





come yields on unit values. The purpose 
of this is to prevent unfair competition. 
Let us assume a bank started a fund ten 
years ago with an original unit value 
of $100 and that value is now $120. 
Another bank may have started a fund 
five years ago, also with a $100 unit 
value, which has now appreciated to 
$110. In a recession the unit of the first 
bank may fall by a considerable per- 
centage but still exceed $100 whereas 
the unit value of the second bank may 
fall by a lesser percentage and yet be 
under $100. In view of the fact that 
$100 is thought of by the public at 
large as in the nature of a par value, 
there could readily be an unfavorable 
reaction in the case of the second bank 
which would be wholly undeserved. 


Actually there has to be a certain 
amount of publicity as to yields and unit 
values, namely, in the report of audit. 
It is obvious that the requirement of an 
audit would not be fulfilled if the bene- 
ficiaries and others entitled to it were 
not told these two important facts. Be- 
sides, it is necessary that these facts be 
made known to prospective trust cus- 
tomers whose trusts are to be invested 
in the common trust fund because they 
are entitled to know the performance of 
the fund before agreeing that their trusts 
shall be invested in it. However, to pro- 
tect this information from the wider 
publicity specifically forbidden by the 
regulation, it has become a custom of 
all banks to place at the beginning of 
their reports of audit a legend to the 
effect that pursuant to the applicable 
regulations publication of the report or 
the information contained therein is 
unauthorized. 


I see no reason why there should not 
be fairly complete freedom of adver- 
tising of other aspects of common trust 
funds provided the bank pays regard 
to what is a kind of additional indirect 
prohibition. This is the requirement that 
only trusts established and maintained 
for bona fide fiduciary purposes may 
participate in a common trust fund. 


If, therefore, a bank advertises the 
common trust fund as an investment 
medium, I fear that it would be likely 
to attract prospective customers whose 
only interest is in the investment of their 
money and who do not have a true 
fiduciary purpose in establishing a trust. 
Accordingly, I think it is certainly in- 
advisable, if not prohibited, to advertise 
the common trust fund as such. I do 
not think a bank should say in effect 
“hezs we have a brand new investment 
medium for trust funds which will give 


1002 





you the benefits of diversification and 
stability of income so please hurry in 
and establish a trust with us.” On the 
other hand, if the bank wants to adver- 
tise its trust services and to state that 
because it has a common trust fund it 
is now able to handle smaller accounts 
than heretofore, I can see absolutely no 
objection to advertising in this form. 


I have had the privilege of reading 
the galley proofs of a rather extended 
study on this subject which is to appear 
in an early issue of TRUSTS AND ESTATES 
and which covers the subject with in- 
finitely greater thoroughness than I have 
time for today. I think it will prove 
very helpful to all who are interested 
in common trust funds to study this 
article with care and particularly the 
reproductions it will contain of adver- 
tisements that have appeared in recent 
years on behalf of numerous banks 
throughout the country. 


When Dividend is Passed 


What happens upon a valuation date 
if the common trust fund contains a 
stock which has passed a dividend? At 
the present time the regulation provides 
that “if it (the Trust Investment Com- 
mittee) finds that any such investment 
is one in which funds of such trust 
might not lawfully be invested at that 
time” new trusts may not be allowed 
to participate. Similar language is used 
in connection with withdrawals except 
that the withdrawal can be permitted if 
the so-called unlawful investment is sold, 
distributed in kind or segregated. 


The problem is more serious in the 
case of withdrawals. After all, it is 
never imperative that a new trust parti- 
cipate in a common trust fund at a 
particular time but a withdrawal can- 
not wait since normally the withdrawal 
occurs because of the termination of a 
trust, the remaindermen of which are 
naturally anxious to receive their money 
as quickly as possible. If a single stock 
in the fund has passed a dividend since 
the last valuation date that is probably 
the worst time in the world to sell it 
from the standpoint not only of the 
withdrawing trusts but of the remain- 
ing trusts. It is completely impractical 
to distribute in kind and no one as yet, 
to my knowledge, has attempted to go 
to the inordinate work and trouble of 
setting up a segregated account. There- 
fore, the alternative has seemed to be 
that the offending stock must be sold 
unless the trust investment committee 
is satisfied that under local law it could 
be bought for a trust, which ordinarily 
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The solution proposed by our Com. od 
mittee on Common Trust Funds is that is 
the regulation be amended so as to a 
give recognition to what is known as 
the entity theory. In New York the] T 
occasion of some of the earlier account. } PT 
ings was used by the banks involved | Con 
to ask the instructions of the court on 935 = 
various subjects. One of these had to thin 
do with the fact that there is no amor. § © 
tization of bond premiums in a com. } 34 
mon trust fund even though it might be | Res 
required specifically or by omission of forv 
any relief therefrom in many of the of 
participating trusts. Similarly, stock diy. ] "28 
idends are treated in accordance with | “He 
whatever method is specified in the plan be t 
although many methods may be speci-} ny 
fied in the separate trusts. Our courts 
approved the uniform treatment of these H 
two subjects through the common trust § ° S 
fund and despite variances in the pro- J Who 
visions of the separate trusts, on the J "°° 
theory that the common trust fund is with 
an entity and that the trusts acquiring | ™" 
interests therein do so pursuant to what stra 
might be called the rules of the game | '™P 
affecting the common trust fund as set do 1 
forth in the statutes, regulations and | 4d 
plans. unle 

Tt seemed to our committee that this =" 
legal theory could be applied to the divi- E 
dend problem and it has proposed an ard 
amendment to the regulation which § ™™ 
would make the criterion as to whether J °°» 
participations or withdrawals should be | °W” 
permitted at a given valuation date not atto 
the eligibility of each separate security lang 
but the general condition of the common pref 
trust fund. This would mean that the | ™@" 
trust investment committee would look § © ! 
at all the investments as a whole and | ‘US 
would determine whether the entity was } "US! 
a proper one for the investment of new able 
funds even though one or perhaps a few disp 
stocks had passed dividends. oe 

The committee would be expected tof ag 4] 
act with prudence. For example, I would canr, 
think that if the non-dividend paying whi, 
stock represented a fairly substantial upor 
part of the fund or even of the comm® § the - 
stock division of the portfolio, the cot § nym 
dition of the fund would not be such thro 
as to justify a new investment. Similat § may 
ly, if a stock had passed several quartet! F case. 
ly dividends it might be well to com sing 
clude that it would have to be eliminated | yo ; 
before the investment of addition J <0, 
funds or the withdrawal of any. Thet® § mun 
fore, the proposed amendment would H 
not really change the duty of the com as 
mittee to exercise its very best invest 
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ment judgment at the time of the val- 
uation date but, if anything, would, in 
my opinion, impose a greater duty on 
the committee to assure itself that the 
general composition of the fund was 
sound. 


This proposed amendment was ap- 
proved in principle by the Executive 
Committee of the Trust Division and it 
is my understanding that it or some- 
thing substantially similar is reasonably 
certain to obtain the approval of the 
Board of Governors of the Federal 
Reserve System. It will be an important 
forward step because it really will prove 
of greater protection to the participa- 
ting trusts than a rule which has the 
effect of requiring sales at what might 
be the bottom of the market. 


New Business with Simple Trust 


How is it going to be possible to be 
of service to persons of moderate means, 
who do not now have trusts but who 
need such trusts during their lifetimes, 
without incurring such large develop- 
ment expense and subsequent admini- 
stration expense as to make it virtually 
impossible to solicit this business? I 
do not see how it is possible to solicit 
and administer moderate sized trusts 
unless they are established pursuant to 
some kind of a simple trust agreement. 


Every trust department has its stand- 
ard forms of administrative and invest- 
ment clauses, clauses as to discretion, 
etc., which have been prepared by its 
own counsel and can be handed to the 
attorney for a settlor as indicating 
language that the trust company would 
prefer to have included in the instru- 
ment. The difficulty arises with respect 
to the dispositive clauses. In a large 
trust there is no problem because the 
trustee is usually perfectly willing and 
able to administer it even though the 
dispositive provisions are or may be 
complicated, but in a smaller trust, even 
with the use of a common trust fund 
as the investment medium, a bank just 
cannot afford to administer a_ trust 
which has complicated terms and where 
upon a final accounting and distribution, 
the property is going to go to a large 
number of persons who may be scattered 
throughout the world and some of whom 
may be infants. It must limit itself to 
cases where, for example, there is a 
single life beneficiary, no co-trustee, 
no continuation of the trust for several 
secondary life beneficiaries, and a mini- 
mum of remaindermen. 


How can you be sure that a simple 


trust is established and to be maintained 
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for bona-fide fiduciary purposes? The 
regulatory authorities feel that one of 
the most essential restrictions on the 
use of common trust funds is that they 
may only be used where the participa- 
ting trust is a bona-fide one. This deter- 
mination is left to the trust investment 
committee. Nevertheless, the authorities 
appear to have frowned on simple forms 
for trusts because of a fear that its use 
would possibly develop an atmosphere 
of carelessness which would result in 
trusts being accepted for administration 
and for investment in the common trust 
fund which were nothing more than a 
means whereby the settlor can obtain 
the advantages of the bank’s investment 
management through its common trust 


fund. 


There is no doubt that both a testa- 
mentary trust and an irrevocable living 
trust are necessarily bona-fide. But after 
all, the irrevocable trust has become 
somewhat of a rarity these days, par- 
ticularly where the amount of money to 
be trusteed is moderate. It is therefore 
the revocable trust, which is the type 
most usually established these days, that 
presents the problem. 


Matter of Intent 


I suppose that whether or not a trust 
is a bona-fide one depends fundamen- 
tally on the intent of the settlor, but I 
suppose also that such intent will be 
determined to a great extent by the form 
of the trust which he sets up. I doubt 
if anyone would question the bona-fides 
of a trust where the settlor relinquishes 
ownership of the income or of the prin- 
cipal, or both, even though he retains 
the right to revoke. But what of the 
case where he retains for himself the 
income, a reversion of the principal, or 


both? 


If a man has retired and is moving 
to another state but wants his financial 
affairs managed by the bank officers 
with whom he has done business all his 
life and yet cannot afford to give up 
the income nor run the risk of being 
unable to repossess himself of the prin- 
cipal in case of need, would this not 
be a bona-fide trust? But. if the settlor 
is not moving to another community 
but merely retiring at his old home and 
nevertheless wants his financial affairs 
handled by his bank, does this make a 
difference in the bona-fides of the trust? 


I do not see how this question can 
be answered except through the knowl- 
edge of the purpose which the settlor 
has in mind, but I think it is obvious 
that a revocable trust is immediately 









Frederic C. Wheeler, vice president, Fidelity- 
Philadelphia Trust Co., awarding the bank’s 
Second Annual Chartered Life Underwriter 
Scholarship to Charles J. Chambers of Pru- 
dential Insurance Co. in Philadelphia. 


under suspicion if the settlor reserves 
substantially full control over it for 
his own benefit. I do not recommend 
that such a trust be admitted to a com- 
mon trust fund unless it is crystal clear 
to the trust investment committee that 
there is a true trust purpose involved. 


This, of course, leaves us at a kind 
of impasse between the desire to offer 
trust service as cheaply as_ possible 
through revocable trusts to persons of 
moderate wealth and the desire to avoid 
the use of the common trust fund by 
trusts which are not clearly bona-fide. 
In the light of present thinking I believe 
that no bank should go any further 
than this. First, I think that any bank 
can have a simple form of investment, 
administrative and other similar clauses. 
Second, I think that a bank can draft 
simple forms of dispositive provisions 
provided such provisions are of such a 
nature that a trust containing them 
would clearly be a bona-fide one, and 
provided that they are to be furnished 
to attorneys drafting trust agreements 
as indicative of the language that would 
be acceptable to the bank. I do not be- 
lieve that such simple forms should be 
printed, (this to avoid giving them the 
appearance of a mass_ investment 
medium), and it would seem to be 
perilous if any simple dispositive clause 
retained so much control in the settlor 
that there would be a real risk that he 
would think he was making an invest- 
ment in a common trust fund instead 
of creating a bona-fide trust. This result 
seems to me unsatisfactory but is as far 
as I believe it is appropriate to go today. 


It is a real tribute to those who pio- 
neered in this field twenty years ago 
that there are so very few problems 
remaining to which a satisfactory solu- 
tion has not yet been found. 
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NE OF THE MOST SIGNIFICANT DE- 
O velopments in the character of the 
American Corporation during “The Big 
Change” from 1900 to 1950 has been 
the broadening base of corporate owner- 
ship through the investment of equity 
capital by millions of private individ- 
uals. This change necessitates adding to 
management’s arsenal of working tools 
the vital function of Financial Commun- 
ity and Stockholder Relations. 


Financial Community and Stockholder 
Relations—sometimes referred to as 
Financial public relations—deals with 
very specialized, limited audiences, using 
entirely different techniques and achiev- 
ing results of specific financial measure. 
The importance of the financial com- 
munity to corporate well-being is far 
out of proportion to their numbers, as 
they exert the prime influence on finan- 
cial opinion toward a company. 


Stockholder Support—In Peace 
or Dispute 


It is difficult to recall a time when the 
financial pages carried more stories of 
heated proxy fights. Watching this epi- 
demic from the sidelines, one wonders 
whether these conflicts are teaching a 
lesson to complacent managements. 
Stockholders can no longer be taken 
for granted. If you want their support 
when the “chips are down” your prior 
consideration of their interests will gov- 
ern their vote much more than a sud- 
den avalanche of solicitation. 


It is surprising how many corpora- 
tions still do not solicit proxies for the 
Annual Meeting, let alone carry out 
positive stockholder :elations activities. 
By clinging to the legalities that allow 
them to ignore what has become stan- 
dard proxy procedure, these manage- 
ments are endangering their future posi- 
tion. There are professionals in the fi- 
nancial world who are always looking 
around for exactly such vulnerable sit- 
uations. When opposition establishes its 
position, incumbent management is un- 
der the handicap of having been indif- 
ferent to stockholders in the past. A 
popular and continuously supported 
management is not considered fertile 
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Tae Rove OF FINANCIAL RELATIONS 


JOACHIM SILBERMANN 


territory by potentially insurgent fac- 
tions. 


Neglect of this key phase of Financial 
Public Relations can be a costly over- 
sight. Proxy battles run into tens of 
thousands of dollars and in some of the 
mere renowned disputes of recent 
months, hundreds of thousands of dol- 
lars have been spent unproductively. 


A long-time observer of the business 
and financial scene, Ralph Hendershot, 
Financial Editor of the New York World 
Telegram & Sun, wrote in his column 
on May 27th: 


“There are always people around 
looking for concerns which seem to 
have lost favor with their stockhold- 
ers. When they see a likely candidate 
they move in with a proxy contest in 
the hope of winning enough support 
from shareholders to take over its 
management. The indirect results of 
these contests are excellent. They tend 
to keep managements on their toes. 


“Likewise, the tendency of corpo- 
rate managements more and more is 
to recognize the rights of stockholders 
as owners. There was a time when 
they seemed to regard shareowners as 
necessary nuisances, who did not de- 





The need for presenting the salient 
facts of corporate progress in concise but 
telling manner and on a_ continuing, 
rather than sporadic. basis is indicated 
by the increasingly widespread reliance 
upon professional financial public rela- 
tions counsel. The observations ef the 
author, who is head of Pick-S and Fiscal 
Information Service, are based upon 14 
years’ experience in planning and exe- 
cuting such programs for some of the 
leading American corporations. 













serve to be kept informed of company 
developments. Now some of them even 
employ outside help in keeping their 
stockholders happy. 





“This all adds up to greater democ. 
racy in the relationship between cor. 
porations and the general public, and 
all will benefit as a result of it.” 







In this light, a good Financial Com- 
munity and Stockholder Relations Pro. 
gram is an insurance premium against 
disruption of management. 








Benefits of A Financial Program 





A corporation’s success in this area 
of endeavor can mean measurable mone: 
tary values to both management and the 
co-owners of the corporation. 







Here are actual yardsticks by which 
successful Financial Community and 
Stockholder Relations can be measured: 








1. A fair and accurate market ap- 
praisal of the company’s securities 
based on the availability of full facts 
and an intimate knowledge by the fi- 
nancial community of the corporation’s 
business, management policies and fu- 
ture plans. 








2. A preferred position with re- 
spect to mergers or purchases of other 
companies. 






3. Continuing stockholder support 
during possible controversies with in- 
surgent groups. In addition, manage- 
ment can be assured of freedom of 
action, with stockholder cooperation, 
in carrying out long-range plans and 
policies. 









4. Improved public acceptance of 
newly-issued securities at the best 
possible offering price and under fav- 
orable commission arrangements with 
the underwriters so that maximum 
proceeds are realized by the corpora- 
tion. 


5. By making the company 4 
“known quantity” in investment cit- 
cles, management advances its rela- 
tions with banks, insurance companies 
and other investing institutions. 













6. ‘Increased trading interest in the 
company’s securities—giving them 4 
better market—accompanied by 4 
narrower price spread. 








7. More rapid absorption of large 
blocks of stock without undue weaket- 
ing of the market. 
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8. Assurance of expanded trading 
and added value should management 
list the company’s securities on a na- 
tional exchange, or shift to a larger 
one. 


9. By bettering its standing in the 
financial community, the company 
gains valuable prestige in trade, in- 
dustry and customer relations. 


In varying degrees, each of these 
benefits can be gained by every public- 
ly-owned corporation from an effective 
Financial Public Relations Program. 


Function of Financial Relations 


It is the purpose of a Financial Com- 


‘munity and Stockholdex Relations Pro- 


gram to establish and maintain, on a 
year-round basis, effective channels of 
communication—both by written media 
and personal contacts,—between man- 
agement, stockholders and the financial 
community. By ‘financial community’ we 
mean brokerage firms, security analysts, 
investment advisers, customers’ men, se- 
curity dealers, trust officers, statistical 
and advisory services, investment com- 
panies, banks, insurance companies, 
other professional investors and finan- 
cial and business news editors. 


The general aim with respect to stock- 
holders is to bring about a favorable 
appraisal of the management, the com- 
pany, its services and products on the 
part of the co-owners. With respect to 
the financial community, which is an- 
other link to stockholders as well as to 
prospective investors, Financial Public 
Relations is directed at generating in- 
vestment interest in the company and 
its securities. 


Present Day Sources of New Capital 


A few decades back, financing con- 
sited principally of approaching the 
monarchs of finance. The financier in 
turn had the proposal investigated, ana- 
lyzed, evaluated by his personal staff, 
and subsequently reached a decision. 


This relationship has rapidly changed. 
In its stead, we have wider public own- 
ership which has made miniature finan- 
ciers, suppliers of equity capital, of all 
of us. And we, the new type capitalists, 
do not make the necessary decisions 
alone; we turn to various groups in the 
financial community for primary opin- 
ion and judgment. 


Prof. W. L. Crum, a leading authority, 
has expressed the view! that “This shift 
from the few to the many . . . seems like- 
ly to progress still further as long as 


-_—_—___., 


1W. L. Crum, “Analysis of Stock Ownership,” 


en Business Review, May-June, 1953, Page 
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present taxing and other income-leveling 
policies persist. Accordingly, an increas- 
ing share of the capital market to which 
corporations must appeal for outside 
funds represents the current savings of 
a host of small income individuals.” 


Who Owns American Industry 


The Brookings Institution conducted 
an extensive study of stockholders in 
America. The report disclosed that 
there are 6,500,000 stockholders in the 
United States about three quarters of 
these have annual incomes of less than 


$10,000. 


2“Share Ownership in the United States,’’ The 
Brookings Institution, Washington, D. C., 1952. 


There is every indication that the 
number of stockholders in this country 
will increase. Perhaps a more accurate 
statement would be: “has to increase.” 
Speaking at Harvard University, G. 
Keith Funston, President of the New 
York Stock Exchange, pointed out the 
necessity of this growth to every corpo- 
rate management.® 


“American business today needs new 
partners—men and women willing to 
advance a portion of their savings to 
provide industry with the equity cap- 
ital it must have in the years ahead to 
create jobs for those added each year 
to our working force, to produce new 
and improved products devised by in- 
dustrial research and to continue to 


8G. Keith Funston, Dickenson Lectures, Harvard 
Business School, April 20-21, 1954. 


This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$100,000,000 


Continental Oil Company 


Thirty Year Sinking Fund 3% Debentures 


Dated November 1, 1954 


Due November 1, 1984 


Interest payable May 1 and November 1 in New York City. 


Price 101'4% and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the under- 
signed as may legally offer these Debentures in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 


BLYTH & CO., INC. 


HARRIMAN RIPLEY & CO. 
Incorporated 


LEHMAN BROTHERS 


STONE & WEBSTER SECURITIES CORPORATION 


WHITE, WELD & CO. 


October 28, 1954. 


THE FIRST BOSTON CORPORATION 


KIDDER, PEABODY & CO. 


SMITH, BARNEY & CO. 


DREXEL & CO. 


GOLDMAN, SACHS & CO. 


LAZARD FRERES & CO. 


F. S. SMITHERS & CO. 


UNION SECURITIES CORPORATION 


SALOMON BROS. & HUTZLER 








raise the standard of living of our 
growing population.” 


Management’s Responsibilities 


There are about five thousand public 
corporations owned by stockholders in 
the United States. These people and the 
millions of uninitiated to whom business 
must look in the future are important to 
management. 


Naturally, management is first ex- 
pected to operate a profitable business 
and in a manner that at the same time 
protects and increases the equity of the 
stockholders’ investment. 


Secondly, management should pay as 
fair a dividend as possible, in line with 
sound fiscal policy. 


Responsibility for Market Price 


Of equal importance to every stock- 
holder is the price level of the com- 
pany’s securities and the degree of trad- 
ing activity in these shares. I would ven- 
ture that nearly everyone reading this 
article is a stockholder in one or more 
companies. How do you evaluate the 
status of your investment? When you 
ask yourself “I wonder how XXX Cor- 
poration is doing” isn’t the first step 
invariably to open your newspaper to 
the financial section and look up the 
price of the stock? 


It is a known fact — frequently testi- 
fied to with regret and irritation—that 
the “market” in a stock does not always 
automatically and accurately reflect 
earnings, dividends and prospects. To 
what extent is management responsible 
for the price of the company’s securi- 
ties? This is matter for discussion, but 
as to degree only. The main premise 
cannot be denied—management is obli- 
gated to expend considerable effort to 
provide all available, up-to-date inform- 
ation to stockholders and the financial 
community and thus obtain an active 


market in the company’s shares that re- 
flects an equitable price evaluation. 


There is nothing unethical about gen- 
erating investing interest in a company’s 
securities—no more so than manage- 
ment’s efforts to increase acceptance of 
its products or services. Both are funda- 
mental business practices. 


The Position of the Stockholder 


There is no such thing as an unim- 
portant stockholder, whether it is Mr. 
Jones with his odd lot or the Corporate 
Trustee with its several-thousand-share 
block. Each individual share means a 
great deal to its owner. The sharp rise 
in the number of anti-management con- 
troversies has given costly proof that 
stockholders can no longer be looked 
upon as disinterested parties, subject to 
casual treatment. 


The stockholder remains “quiet” when 
the price of his shares seems to be hold- 
ing up well, considering market condi- 
tions. The stockholder also likes to see 
a relatively active market, one which at 
any time could absorb his shares should 
he find it necessary to sell. The import- 
ance of this cannot be overemphasized. 
To the investor with a few hundred 
shares or more this market characteris- 
tic is especially essential. Extreme reac- 
tions to either buying or selling activity 
are undesirable in any security. Market 
stability can be improved through 
greater encouragement to institutional 
and trustee investors who have grown 
tremendously in stature in recent years. 


Stockholders also keep close tabs on 
the spread between the “bid and ask.” 
Should selling stock become urgent, this 
can mean a difference of 25c¢ or 50c 
a share, possibly more. 


Gerald M. Loeb, a senior partner in 
E. F. Hutton & Co., offers this counsel to 
investors—showing what a practical pro- 








1894. ~1954 


ompany 
BALTIMORE 3, MARYLAND 


Member Federal Reserve System and Federal Deposit Insurance Corporation 


EVERY TRUST 





1006 


AND BANKING SERVICE FOR INDIVIDUALS AND BUSINESS 


fessional considers important for the 
average security holder.* 


“There are some rules that hold, 
and my first is to buy only something 
that is quoted daily and can be bought 
and sold in an auction market daily. 
The greater the volume of trading 
and the broader the market in a par- 
ticular security, the closer to a fair 
price at a given moment that security 
is likely to be.” 


Influence of the Financial 
Community 


As confirmed repeatedly by stock. 
holder surveys, it is upon the influence 
of the few thousand individuals who 
comprise the financial community that 
the majority of investors, numbering in 
the millions, buy and sell securities. A 
recent survey conducted by the Ferro 
Corporation® showed that more than 
50% of the company’s stockholders re- 
lied on the recommendation of someone 
in the financial community in deciding 
to purchase the company’s securities. 
(The writer’s experience leads him to 
believe that, for most companies, the 
percentage is much higher.) 


Donald C. Cook, former Chairman of 
the Securities and Exchange Commis- 
sion, stated :® 


“There is no question that the ordi- 
nary investor of today is unable to 
understand thoroughly the many diffi- 
cult problems involved in the evalua- 
tion of the financial data of a modern 
corporation. Even when he has access 
to the facts, he often finds it impos- 
sible to formulate a sound judgment 
upon the intricate and technical in- 
formation which is furnished him, 
The importance of skilled, reliable 
security analysts is today accordingly 
enormous, as is their responsibility. 
These men represent the specialists 
who are trained to interpret esoteric 
corporate facts and translate them 
into meaningful and understandable 
stockholder language.” 


In the same report, Emery N. Cleaves, 
vice president of Celanese Corp., classi- 
fying the financial community as “pro- 
fessional investors,” comments: 


“Investment opinion in this country 
is actually controlled by the small 
group of professional investors. Let 
no one imagine that any conspiracy 
or unanimity of opinion exists within 
this group. The professional investor 
is essentially an individual who makes 
a sincere effort to reach an accurate 


4“The Battle for Investment Survival,” G. M. 
Loeb, Page 16 (Hurry House Publs., New York). 

5Copies of this survey may be obtained from 
Ferro Corp. of Cleveland. 

6*A Company Guide To Effective Stockholder 
Relations,” American Management Assn., Research 
Report No. 21, 330 W. 42nd St., New York 36. 
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and honest appraisal of a situation 
solely by means of his personal study 
and decision. For this reason his ad- 
vice is sought by those other citizens 
who have neither the time nor the 
training to determine where to invest 
their savings. An effective program 
of stockholder relations, therefore, 
embodies elements of interest to both 
groups but particularly to the smaller, 
professional group.” 


Competition for Attention 


However, the financial community has 
thousands upon thousands of companies 
to study for possible recommendation. 
Some corporations receive full treatment 
at all times. We are concerned here pri- 
marily with the companies that are not 
among the largest, yet whose achieve- 
ments and prospects warrant better in- 
vestment attention. 


The securities broker is always on the 
lookout for interesting situations. Avail- 
able time naturally limits his coverage. 
It follows that it is for management to 
take the initiative and see to it that 
current and accurate facts and figures— 
in interesting, informative presentations 
—be made available directly and con- 
tinuously. 


The relationship between stockbroker 
and investor is very like that of salesman 
and customer. In this case the product 
is “securities” but the basic commercial 
rule still holds—brand names sell better. 


Take a hypothetical case. A potential 
investor calls his brokerage representa- 
tive or financial adviser and inquiries 
about “Average Manufacturing Com- 
pany.” It is easy to see the advantage 
to the company if the adviser knows the 
company and can discuss it in detail. 


This information may have come to 
him from several sources: his own sta- 
tistical department, an investment write- 
up by a securities advisory service, an 
item in the newspaper, a magazine arti- 
cle, or directly from the company as 
part of its Financial Public Relations 
Program. This latter contact takes sev- 
eral forms, including a visit by the com- 
pany’s Financial Public Relations coun- 
sel, a speech by a company executive 
before a financial group or material sent 
directly to his desk. 


Should he be unfamiliar with “Aver- 
age Manufacturing Company,” he will 
more than likely attempt to interest the 
potential investor in another “situation” 
about which he is more fully informed. 


It is evident that where the company 
is better known, its securities receive 
more attention and this in turn is re- 
flected in a more favorable market be- 
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havior, in terms of increased trading, 
a narrower “bid and ask” spread and, 
very frequently, a better price appraisal. 


For the man and woman not schooled 
in corporate finance and without a tech- 
nical background in business (and this 
typifies most stockholders and the vast 
potential of investors to whom corpora- 
tions are now appealing for equity capi- 
tal needed for expansion and new ven- 
tures) a journalistic style of writing, 
simplified explanations, graphic illustra- 
tions and product and operation photo- 
graphs are the most effective types of 
presentation. 


For the professional and sophisticated 
investor, the need is for detailed facts 
and figures to suit the requirement of 
the most thorough analyst. 


Methods and Means 


The techniques of Financial Public 
Relations can be divided into two main 
categories: Printed material and “in 
person” contact. The foremost communi- 
cation of printed material that has equal 
usefulness and interest to both stock- 
holders and the financial community is 
a functional Annual Report. Other such 
material includes: annual meeting re- 
ports; interim earnings reports; reprints 
or summaries of speeches by company 
officials; articles and advertisements; 
product folders; a brief company his- 
tory; and copies of the “house organ.” 


Exclusively for the financial commun- 
ity are analytical studies; news releases; 
background data for articles in financial 
and business publications; and supple- 
mentary information for market letters 
and stock bulletins. 


A third category of Financial Public 
Relations material is that which is par- 
ticularly directed, by nature of their 
content, at the layman, which character- 
izes most stockholders. Progressive 
proxy material, letters to new stock- 
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holders, explanatory stockholder com- 
munications, and informative dividend 
enclosures are some examples. 


Annual Report 


The Annual Report is the major com- 
munication published by most corpora- 
tions. Unfortunately, despite tremendous 
improvements in the last decade, many 
companies still overlook the valuable 
job that a functional Annual Report 
can do for professional and news analy- 
sis, as a friendly communication to 
shareowners and as a “calling card” in 
the normal conduct of business with 
customers and suppliers. 


In preparing an Annual Report the 
following list is offered as a practical 
guide that observes the basic rules: 


Informative Outside Covers: The front 
cover should be visually attractive and 
at the same time identify the personality 
and nature of the company’s business. 
This is especially needed where the cor- 
porate name does not indicate the prod- 
ucts manufactured or the services ren- 


dered. 


Suitable contents for the outside front 
cover are products, “slogans,” trade- 
marks, advertisements or a descriptive 
photograph of operations. 


The back cover also warrants special 
treatment. The presentation on the out- 
side front cover can be carried over 
as a “wrap-around,” or the corporation 
can be identified again by means of a 
trade-mark. 


Highlights Of The Year: Many recipi- 
ents of the Report are “on the run.” A 
highlights box at the very beginning 
(for example on the inside front cover 
page) will give this reader a capsule 
resume of management’s achievements 
during the year. This may be a tabula- 
tion or a brief commentary, and may 
well change the hurried reader into an 
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interested one. It is recommended that 
the tabulation be presented on a two 
year comparative basis. 


Inside Front Cover: This space has 
been overlooked so frequently as to war- 
warrant special mention. Ad agencies can 
provide exhaustive reports on what is the 
best time for a radio program aimed at 
a particular market, the most desirable 
position for an ad in a publication and 
so forth. The inside front cover page 
of a periodical has a high readership 
rating and therefore advertising use of 
this page commands a premium rate. It 
is an ideal place for the “highlight” 
presentation photographs of major 
events of the year, a product display, 
or a presentation of management’s creed 
or a description of significant develop- 
ments of the year. 


Chief Executive’s Letter: This section 
is most effective as a one or two page 
general review of the year and an inter- 
pretation of factors influencing current 
outlook. It is an excellent opportunity 
for management to describe accomplish- 
ments, policies, plans and prospects, and 
should serve as a letter of stewardship. 


Report On Financial Operations: Sub- 
sequently should come a detailed finan- 
cial report, covering sales, earnings, 
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taxes, dividends, financial condition, 
capital structure, and other relevant mat- 
ters, with full explanatory text and 
graphic charts. 


Graphic Charts: By means of drama- 
tic charts, financial and operating data 
become more easily understood. Simpli- 
fied financial statements, using non- 
technical language (What We Own, 
What We Owe, Our Income Came From, 
Our Costs Were, etc.), make the com- 
pany’s report more comprehensible to 
the average reader. In fact, in all sec- 
tions of the Annual Report, charts can 
contribute to readability, analysis and 
understanding. 


Other Topics for Discussion 


Among several subjects suitable for 
individual treatment are these: 


Research — What is being done to 
increase operating efficiency and to de- 
velop new and improved products or 
services. The impression to be conveyed 
is that positive steps are being taken 
by management to meet the challenge 
of competition and technical changes in 
the industry, to insure future growth of 
the company. An appropriate chart 
would show research expenditures over 
the years. 


Ancillary Service 


in three Pacific Coast states 
through one Trust Department 


Of significant value to you is the fact that the 
Bank of California is the only bank with offices 
in California, Oregon and Washington—and the 
only bank qualified to act directly in a fiduciary 
capacity in all three Pacific Coast states. 

The Trust Department at each of our tri-state 
offices is fully equipped to handle all ancillary mat- 
ters. In addition, each of our Trust Departments 
can draw instantly upon the experience and facili- 
ties of all other Trust Departments in our coast- 
wide organization. 

This three-state ancillary administration through 
one contact can save time and confusion and con- 
tribute definitely to the efficiency of your service. 


THE BANK OF 
CALIFORNIA 


NATIONAL ASSOCIATION 
Incorporated in 1864 


SAN FRANCISCO « MARTINEZ e PORTLAND 
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Marketing — Methods by which the 
company sells its products or services, 
mentioning the scope of its distributing 
organization. A map usually makes an 
effective illustration. 


Production — Tracing the manufac- 
ture of a particular product, or empha- 
sizing the importance placed on quality 
control, or describing the plants and 
facilities. Well-suited for chart presenta- 
tion in this section would be expansion 
of plant area and capital expenditures 
for plant improvement and maintenance, 










Divisions or Subsidiaries — Where 
the organization is so set up, details of 
activities of each corporate division or 
important subsidiary provide useful 
data for both professional and non-pro- 
fessional reader. 











Employees — A separate section on 
personnel should be considered. There 
is a growing trend toward employee- 
stockholders: employees are _ being 
looked upon as an increasing source of 
equity capital, and pension funds are 
becoming large stockholders. Copy could 
refer to labor relations, employee bene- 
fits and interpretation of financial state- 
ments in “per employee” figures. This 
last point is helpful in bringing large 
statistics down to understandable, per- 
sonal size. Suitable graphics for this 
section are “length of service,” “number 
of employees” and “investment per em- 
ployee.” 


















Stockholders—Besides acknowledging 
the continued support of the co-owners 
of the company, this section can be used 
to analyze, by words and charts, the 
characteristics of the stockholder family 
as to geographical distribution, size of 
holdings and major classification (male, 
female, financial institutions, etc.) 


Center Spread: A booklet almost nat- 
urally falls open to the centerspread. 
Appropriate content for such feature 
presentation includes product displays, 
a flow-chart and/or photographs of 
some phase of production, new plants or 
facilities, an organization chart, etc. 














Comparative Statements: A two-year 
comparative balance sheet and income 
statement are essential elements of 4 
modern Annual Report. If the financial 
community has to refer to outside 
sources of information to supplement 
the Annual Report, then the effort man- 
agement has put into the Annual Report 
is lost. The Report should also provide 
detailed explanatory comment on the 
factors contributing to the company’ 
performance, to assure that it will be 
retained—and used throughout the 
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year—as a complete, authoritative docu- 
ment. 


A comprehensive summary of salient 
operating and financial facts, over an 
extended period of time, is basic to any 
security evaluation. Failure to include 
this material will only mean that refer- 
ence will have to be made to other 
sources, perhaps less accurate, less 
thorough and without the necessary ex- 
planations and adjustments. 


The listing of directors should, if it 
serves to advantage, contain the out- 
side business affiliations of non-officer 
directors and the number of years each 
has served. Other corporate information 
such as transfer agent, registrar, legal 
counsel, auditor and where the com- 
pany’s securities are traded are usually 
incorporated on the same page. 


Proxy Material and Special Reports 


Proxy notices need not be staid legal 
documents that defy understanding. 
Simply-written, friendly proxy material, 
with a cordial letter of invitation to 
the Annual Meeting on page 1, will 
evoke a better stockholder response and 
encourage shareholder participation. 


As only a relatively small percentage 
of a company’s stockholders and other 
equally interested parties usually are 
able to attend the annual meeting, the 
Post Annual Meeting Report becomes a 
useful medium of communication. A 
complete transcript of the chief execu- 
tive’s address, remarks by other mem- 
bers of the management and “questions 
and answers” from the audience make 
up this report. A less desirable alterna- 
tive is a summary of the proceedings. 
This report should make prominent men- 


tion—if the facts warrant it—of the ‘ 


percentage of shares represented; a 
large, favorable response discourages 
“insurgents.” Failure to publish this fig- 
ure frequently leads to suspicion. 


Messrs. Lewis D. Gilbert and John J. 
Gilbert, known for their vigorous repre- 
sentation of minority stockholders, have 
reported “We know of no area in the 
entire field of management-shareholder 
relations where more progress is being 
made currently than in the post-meeting 
report. Nothing disproves the oft-quoted 
remarks about stockholders being “non- 
articulate,” and “incoherent mass,” 
“unorganized,” or other derogatory 
phrases we note from time to time than 
watching more post-meeting reports 
come out each year.”* 





"Fourteenth Annual Report of Stockholders Ac- 
tivities at Annual Meetings, 1953 — Lewis D. Gil- 
bert and John J. Gilbert, Page 34 (1165 Park 





In preparing Interim Reports, com- 
parative statistics and explanatory com- 
ments should be included. Otherwise the 
report is doing only a partial job. In- 
terim reports give opportunity to intro- 
duce new products, new processes and 
other newsworthy developments. 


It is especially important that brokers 
on the stockholder list receive a suffici- 
ent quantity of these reports (as well as 
other stockholder communications) to 
send to eaeh stockholder on their books. 


Analytical Studies and News 
Releases 


A basic document presenting the en- 
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tire financial and technical picture of 
the company and its statistical history, 
as well as reviewing the industry to 
which it belongs and the markets served, 
is the analytical study which is extreme- 
ly helpful to the financial community 
and the professional investor. To quote 
again from the American Management 
Association research report: “Many 
analysts like to receive a statistical book- 
let prepared especially for the financial 
expert. It does not need to be showy 
but should include the information that 
analysts want and not leave out perti- 


(Continued on page 1040) 
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WHAT TO DO ABOUT A BUSINESS 


Planning Before and After Death for Sale or Retention 


at INCREASED INTEREST OF FIDUCI- 
aries in the problems growing out 
of business interest in estates is due to 
the simple fact that there are more 
businesses passing through estates. This 
is just one of the economic consequences 
of the fiscal policies of our government 
over the last twenty years. 


(a) From the viewpoint of the 
seller, present tax laws are a barrier 
to the use of ordinary business judg- 
ment in the sale of business interests. 
Lawyers know only too well that of 
the time consumed in completing a 
business purchase and sale, 10% to 
25% is spent in agreeing on terms 
and 75% to 90% on minimizing the 
tax consequences. 

(b) Businessmen, generally, don’t 
like mergers; they are forced into 
them by the desire to avoid high cap- 
ital gains taxes. We must get the 
tax structure fixed so that men can 
again sell businesses rather than be 
forced to merge them. 

(c) From the buyer viewpoint, in- 
dividual tax rates have made the ac- 
cumulation of personal funds most 
difficult. Inflation has raised the value 
on everything so that savings must be 
substantial to make a deposit on the 
purchase of even a small business. 
Many ambitious young men come to 
us, who have saved money; they have 
ability; they believe in free enterprise; 
they want to go into business. But 
many find the tax and inflation mill- 
stones grind too fine. 


In time some progress will be made 
through various types of tax relief. Sec- 
tion 303 of the new Revenue Act (Sec. 
115-(g) (3) of prior Act) has been ex- 
tremely helpful. The acceptance of the 
Zenz case (6th Circuit Court) by the 
Internal Revenue Department will be 
extremely helpful here. The changes in 
old Sec. 102 (now 531 through 537) 
relating to the unreasonable accumula- 
tion of surplus are also helpful. It seems 
to me at long last we are at least head- 
ing in the right direction. 


Valuation 


Until relief comes there is an oppor- 
tunity to minimize the problem through 


From address before Mid-Continent Trust Con- 
ference, Nov. 5, 1954. 
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ARTHUR B. PFLEIDERER 


Vice President, Detroit Trust Company. 


intelligent estate planning. We must first, 
with utmost candor, decide whether Mr. 
Businessman has an organization which 
can continue successfully. If he has, we 
should consider first a buy-and-sell 
agreement with or without insurance. 
Because insurance men have done an 
excellent job of adult education, every 
businessman knows about such agree- 
ments. Yet too often their application to 
a given situation has been over-simpli- 
fied. The most important clause and 
the one which, if not drawn right, causes 
injustice, is the valuation formula. There 
are three basic evaluation methods, with 
many variations or combinations. 


1. Fixed Value Method: It is simple, 
it is certain, but it makes the funda- 
mental error of assuming no change 
when in fact change is ceaseless, changed 
business or economic conditions can 
greatly alter value up or down. 


2. Fixed Value With Revision at 
Specified Intervals: This is simple, it is 
certain, and if carried out gives con- 
sideration to change. But to periodically 
agree on a new valuation is a major 
undertaking. It highlights the person- 
ality differences in business associates. 
Plain carelessness and procrastination 
can simply defeat the provisions and 
create many ridiculous situations. 


3. A Basic Valuation Formula which 
itself endeavors to compensate for the 
element of change. This method is self 
executing — if x event occurs the re- 
sult is spelled out without delay or 
renegotiation. It works far less injustice 
to the parties because it is responsive 
to change immediately. Its disadvantage 
is that despite flexibility it is almost 
impossible to draft any instrument so 
comprehensively as to cover every con- 
tingency. This method, providing a basic 
valuation formula subject to variation 
by certain factors of future events, per- 
haps can stand the test of human 
frailty better than any other if the 
formula is well selected. 


Collateral considerations often defeat 
the agreement and should not enter into 
the determination of value. For example, 
“This business must support my wife 
and children if I die, so value ‘must be 
increased to accomplish this” — or — 
“Our progress has been fantastic, it is 
bound to continue, so I insist values take 
into consideration our future prospects.” 


Source of Funds 


The next question is: Where do the 
funds come from to pay for the interest 
of the first one dying? The parties may 
have resources outside the business. 
Stockholders may be able to forego 
normal dividends and thus accumulate 
enough in the corporation so that the 
stock of the deceased can be purchased 
under a corporation-stockholder buy-sell 
agreement. Purchase may be made on 
an installment basis by giving notes, 
secured or unsecured, but the party may 
not save enough before death intervenes 
and the notes may not be salable. 


There is one other way: The business 
insurance trust. Payment is made cer- 
tain through purchase of life insurance 
contracts on the lives of the respective 
parties in interest. This is probably the 
soundest method of providing cash and 
the one in most common use. The 
cheapest insurance contract available 


should be bought. 


Until businessmen generally recognize 
the importance to them of careful and 
constant review of buy and sell agree- 
ments, and couple it with wise counsel 
and careful preparation of documents, 
this medium of avoiding the need of 
business interests passing through es- 
tates will have only limited success. The 
mortality of such agreements placed 
with corporate fiduciaries is appallingly 
large. 


In Absence of Agreement 


What planning can be done where no 
buy and sell agreement has been or 
can be arranged? Two cases will illus- 
trate the right and wrong planning: 
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Jones, as president, owned 40% of 
the stock in a cement manufacturing 
company. The other 60% was held by 
the public. His will provided that stock 
should be sold. There was no explana- 
tion for this direction in his will or any 
personal papers. His heirs petitioned the 
court to retain the stock. The court de- 
cision, granting petition, was based on 
the truthful representation by the heirs 
that the stock was of investment quality, 
the earnings record an enviable one and 
the family would suffer loss of income 
through greater diversification. In two 
years following death these three flaws 
developed: 


1. Jones’ assistant and seemingly 
only logical successor was surprising- 
ly incompetent to make crucial de- 
cisions. 


2. The company had quarried most 
of its high quality lime stone and 
further operations required expensive 
precipitation equipment. 


3. The traditional company policy 
had been to use its machinery to the 
limit, spend little on current main- 
tenance and replacement. When ma- 
chinery was about worn out a whole 
new plant was built. Cash reserves 
for complete replacement were built 
up but inadequately reflected war- 
time inflation which came at the 
wrong time. Reserves became pro- 
gressively more inadequate. A long 
and enviable dividend and earnings 
record was threatened. 


A consulting firm was hired. They 
selected a new management which 
proved wholly incompetent. Cash re- 
serves were frittered away. A mortgage 
was placed on the property; this money 
frittered away. The fiduciary threatened 
action against the directors and finally 
forced a sale of the property with a 
realization to heirs of one-third of what 
they might have realized by sale at, or 
soon after death, instead of going into 
court and winning right of retention. 


How would planning have avoided 
this loss? Had the testator taken his 
counsel and fiduciary into his confi- 
dence, or left a memorandum explain- 
ing why he recommended sale, the loss 
would never have occurred. Planning 
presupposes frank discussion. It is prob- 
ably the most effective preventative to 
difficult and costly estate administrations 
and bitterness among heirs. 


In the other case, two brothers owned 
a corporation—each in charge of a divi- 
sion. The surviving brother and the 
fiduciary of the deceased brother’s estate 
who had broad powers set out to find 
competent management; entirely revamp 
corporate structure; work out an incen- 
tive plan for new management coupled 
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with a right to buy 50% of the affiliated 
company. This took over three years. 
Result—The new management team of 
three young men increased plant ca- 
pacity and efficiency, increased sales 
three times and profits five times. The 
increase in realizable value from date 
of the brother’s death to today, $500,- 
000. This sort of thing is unusual; it 
need not be. 


Where Retained by Fiduciary 


If Mr. Businessman were to ask us to 
counsel in the preparation of his will, 
we would take the following positions: 


Assume the business is of the Pop 
and Mom type. Sell it. Assume the busi- 
ness is of the personal service or specu- 
lative commitment type and that it is 
profitable. It can only afford to pay for 
one man of high management caliber. 
We would unhesitatingly recommend 
sale as soon as possible hecause, in our 
book, management is by all odds the 
most important ingredient The manager 
is tempted to demand an unconscionable 
salary; he is under the constant tempta- 
tion to go into the business himself. 
However, we would not recommend a 
specific direction to sell in the will, A 
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will is a public document and smart 
buyers and their lawyers will use that 
document to their advantage. In periods 
of intense competition it may not be 
possible to turn up a buyer in a short 
period of time. To force action by the 
fiduciary at any time may adversely 
affect the sales price. Therefore, we 
would recommend that very broad pro- 
visions of both management and sale 
be incorporated in the will. The fiduci- 
ary should be free to devote its time 
to making the best sale possible without 
the worry of meeting a time table. 


If the business were large enough to 
support one or more echelons of suc- 
cessor management, we would inquire 
whether men of management caliber 
were available in the organization and 
how much management responsibility 
had been passed on to them. We discuss 
the need for competent succession with 
the greatest candor. We frankly tell the 
testator that if he has not provided 
competent successor management at his 
death, he surely cannot expect us to 
do so. 


Here again we would ask for broad 
powers. If it is a sole proprietorship, 
we would ask that the will provide spe- 
cific authority to continue the business 
so we could use our statute which 
allows a fiduciary to continue such busi- 
ness under a specified procedure with- 
out liability to the fiduciary or the trust 
estate. If it were a partnership, we 
would ask that a continuation provision 
be included in the partnership agree- 
ment so as to avail ourselves of this 





same statute. We believe the grant of 
power to the fiduciary to incorporate is 
good law even though incorporation in- 
volves a grant of discretion to others, 
namely directors. The fiduciary should 
have complete discretion to do the 
following: 


1. For an unlimited time to con- 
tinue the business or hold stock in a 
corporation and vote same. If Mr. 
Businessman can’t trust his fiduciary 
to know what to do in event of loss, 
he should not appoint him. 


2. To sell, merge or consolidate, 
reorganize or liquidate or dissolve the 
business entity at any time, or to 
vote for sale, merger, reorganization, 
liquidation or dissolution. 


8. To change the character of the 
business, e.g.: to provide for diversi- 
fication and take advantage of tech- 
nological advances. 


4. To sell for cash, for other prop- 
erty, or for stock of another corpora- 
tion. Also to take purchase money ob- 
ligations as part of the purchase price. 


5. To borrow money as a business 
entity as need may arise, and to mort- 
gage or pledge as security assets of 
the business. I can only conceive of 
a few situations where I would advo- 
cate granting authority to lend estate 
funds to the business. In my opinion, 
the business must be capable of gen- 
erating its own cash through earnings 
or loans. If it can’t, sell it as quickly 
as possible. 


6. -To hire, either with or without 
contract, corporate executives. To dele- 
gate authority to such manager or 
managers of his selection as the fidu- 
ciary may deem necessary. 


7. To charge the business for ser- 
vices rendered by the fiduciary. 
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8. Some might advocate granting 
immunity from liability to fiduciaries 
and directors for all acts taken in 
good faith. If this provision were 
specific, such as right to rely on 
recommendation and opinions of coun- 
sel or certified accountants, I would 
go along. But I would not recommend 
a provision going beyond this. 


Finally, the corporation directors 
should be the sole judges of dividends 
to be paid, and beneficiaries should 
look to the dividends for income. 


If Testator Insists 


I have long since ceased to be heart- 
broken if testators refuse to follow my 
advice. This being the case, we can ask 
—suppose the testator insists on the 
following provisions, would you refuse 
to act? 


A. Will you accept co-executors and 
co-trustees, and whom will you 
accept? 


1. Wife—strange as it may seem, 
I would not counsel against it too stren- 
uously because I believe a better job 
can be done by the fiduciary by sharing 
with her the responsibility of the opera- 
tion of the business rather than to offer 
her as a sounding board for the dis- 
gruntled employee, or the intrigue of 
the ambitious conniver. 


2. One or more children—I would 
seriously question such appointment, 
especially where they are employed in 
the business. Before qualifying, we 
would investigate carefully and might 
refuse to act. 


3. Attorney — no objection. 


4. Chief executive of business — | 
question whether such person can aci 
without such a division of interest as 
to disqualify him. The difficulty of im- 
partial salary determination alone would 
disqualify him. There is a tendency on 
the part of the executive to ignore his 
co-fiduciary on even the most important 
policy matters. We might refuse to act. 


5. Another substantial stockholder— 
here again is the question of divided 
loyalties. I believe the weight of author- 
ity will ultimately be that such a fiduci- 
ary is disqualified. 


B. How many co-executors and co- 
trustees? 


There may be good reason for two, 
but with more you usually wind up with 
a Mexican army. One of two things 
happens, neither intended, (a) every 
action and decision is unduly delayed, or 
(b) one emerges the deminant person- 
ality, does the work and makes the 
decisions. 
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C. Time limitations. 
I would vigorously argue against a 


clause designating the time within which ° 


business must be sold, or designation of 


a period during which business may be 


operated, such as “until my son can take 
over.” I doubt if any court would re- 
move a fiduciary for failure to meet a 
testator’s time schedule on a showing 
of diligence, so such a provision only 
serves as an irritant. 


D. In event of sale, right of first re- 
jusal is granied to members of 
family or executive staff or em- 
ployees. 


Again, I would argue against such a 
clause with great vigor. If for any 
reason all of this group refuse to buy 
the business, the sales price is just 
automatically reduced. In the mind of 
the hard-headed buyer there must be a 
skeleton in the closet. 


E. Grant of right to match bids re- 
ceived in 30 day period. 


Anyone who has ever tried to effect 
a sale to a buyer who used this clause 
to his benefit will agree that it is a sure 
way to reduce an estate to a fraction of 
its real worth. 


F. Direction as to employment of 
president or general manager. 


If the testator insisted on such a 
clause, I would reserve the right to 
resign as fiduciary. I wonder if such a 
direction is enforceable against a fidu- 
ciary. If an executor is not bound to 
follow a testator’s direction in the em- 
ployment of a lawyer because of the 
liability he assumes as executor, why 
should it be forced to hire a president 
or general manager for whose action it 
may be liable? Employment should be 
based on merit alone. 


Accounting 


What is a trustee’s responsibility to 
report the activity of a closely-held 
corporation in its acceunting to the 
court? In my opinion, the account 
should report in full detail the following: 

(a) <A certified corporate balance 
sheet. 

(b) A certified profit and loss 
statement. 

(c) Application of funds state- 
ment. 


(d) List of officers and their com- 
pensation, particularly the compensa- 
tion of a representative of the fidu- 
ciary. 

(e) Short narrative statement of 
the progress of the company during 
the period of the accounting. 


New York is the only jurisdiction 
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which would require such an account- 
ing. However, I would go so far volun- 
tarily, because it seems that only by 
going to this extent is the account final 
and res judicata. I also concede that 
the minority stockholder or the major- 
ity stockholder may complain because 
the affairs of the company are getting 
publicity which was never intended. 


Minority Interests 


What provision should be made with 
respect to a minority interest? First, I 
would counsel a minority stockholder in 
a closely held corporation to arrange a 
buy-and-sell agreement. . Affections and 
respect among business associates may 
enable them to work out a fair plan 
while living, but seldom extend to 
members of their families. If a buy-and- 
sell agreement can’t be worked out, then 
the powers granted in the will should 
be as broad as possible. If the control- 
ling stockholder or the controlling group 
decide to give an estate minority holder 
a rough time, a fiduciary can’t do much 
about it. In such situations the fiduciary: 


(a) Should not scare easily, 


(b) Should not hesitate to search 
for and take advantage of any cor- 
porate irregularities, 


(c) Should be persistent and ima- 
ginative in its search for a solution. 
From the foregoing comments I 

would not want you to believe that we 
even think we have all the answers to 
the retention or disposal of businesses in 
estates. We learn every day as we go 
along, and expect to continue to learn 
until our day of retirement arrives. As 


was stated on a prior occasion,” if com- 
mon ordinary horse sense is applied to 
any given situation, we believe that 
the trustee’s actions are defensible, and 
the risks are not substantially greater 
than those assumed by an executor or 
trustee in the management of an estate 
which has a variety of assets. We also 
believe that such risks as do exist can 
definitely be minimized by assigning the 
responsibility for business assets to 
one or more specialists who, over a 
period of time, will develop a degree of 
experience out of the multiplicity of 
situations which will be helpful in the 
expeditious administration of the estate, 
the reduction of operating costs, and 
will avoid pitfalls which a less experi- 
enced administrator would not recog- 
nize, or recognizing them would not 
know how to handle. 


*See Mr. Pfleiderer’s remarks at Mid-Winter 
Trust Conference, reported in Feb. 1954 T&E, 
pages 107-109. 
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Huling Heads CCH 


John W. Huling has been elected presi- 
dent of Commerce Clearing House, Inc., 
publishers of loose leaf Topical Law Re- 
ports. Justus L. Schlichting, former 
president, will continue as Chairman of 
the Board of Directors. Mr. Schlichting 
served in an editorial capacity when the 
first loose leaf Reporter of the federal 
income tax law was published in 1913 
by The Corporation Trust Co., and later 
played a prominent role in the develop- 
ment of specialized law reporting. Mr. 
Huling joined CCH in 1930 as manager 
of legislative reporting. 
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Hicuer Levets? 


Early in 1953 economists at home and 
abroad warned that the U. S. economy 
was headed straight for full-blown de- 
pression, Estimates of the drop in GNP 
and industrial production ranged all 
the way from 5% to 15%. Like a prima 
donna, the economy proved to be unpre- 
dictable, with GNP off only 3.6% from 
June 1953 to June 1954, and industrial 
production (FRB) down 8.7%. The 
downswing was held to minimum pro- 
portions because private spending sec- 
tors (business and consumers) main- 
tained cash outlays at near record levels. 


The consumer, although cutting ex- 
penditures on automobiles, furniture, 
appliances, and clothes, upped outlays 
on food, gasoline and oil, and services, 
for an increase of 1% in spending. The 
$3 billion extra cash from tax cuts, plus 
larger dividends and higher transfer pay- 
ments from the government, pushed con- 
sumer disposable income to new highs 
in the face of lower wage totals due to 
reduced industrial activity. 


Business cut plant expansion equip- 
ment outlays by only 4%, but new con- 
struction (residential non-farm) was 5% 
greater. Inventories were slashed by $9.2 
billion. The big cut was in Federal 
spending, down 17.5% on reduced de- 


fense contracts. 


Economists contend that our well-be- 
ing depends on a large volume and a 
high velocity of money flow. To insure 
this, we believe that Washington will use 
every device to make money available 
to consumers for goods and services, and 
to investors and businessmen for main- 
tenance of existing plant and equipment 
and for expansion. Every means will be 
used to create “a climate of confidence.” 


The theory in vogue is that we must 


1014 


. Trade Winds... 


Memos. . 


avoid the drastic financial retrenchments 
of twenty years ago. Over-capacity in 
some fields will be supported; expan- 
sion will be encouraged. Many defense 
contracts are placed in areas where un- 
employment is critical. U. S. business 
may now receive a lot of orders for 
equipment which might have been placed 
abroad previously. To get the orders, 
they will have to prove that they are in 
a “depressed industry.” 


Mortgage terms have been eased to 
stimulate construction — a gigantic 
highway program has been outlined — 
a program is being considered for Fed- 
eral participation in school construc- 
tion. 


This all adds up to a good deal of 
government involvement in private sec- 
tors of the economy. The politics of the 
party in power makes little difference — 
both Republicans and Democrats have a 
vested interest in prosperity. 


A cautious upturn in business is un- 
der way. The FRB index of industrial 
production for September stood at 124% 
of 1947-9 production, compared with 
123% in July and 133% in September 
1953. 


We are estimating GNP for the third 
quarter at $358 billion (annual rate), 
against $356 billion in the first and sec- 
ond quarters of this year. The fourth 
quarter should see an extension of the 
mild recovery with GNP approximating 
$361 billion and industrial production 
averaging 125. 


Durable goods industries will see more 
activity sparked by the production of 
new automobile models. Production will 
be bulwarked by larger defense contracts 
scheduled at higher rates in the fourth 
quarter. Steel operations will continue to 
improve. Spending on services and non- 
durables will be up slightly with durables 
running about the same. The cost of 
money will remain low and consumer 
credit outstanding may reach new high 
levels. 


Is there a chance that the Dow-Jones 
Industrials will go higher? If so, does 
this mean that the Averages are predict- 
ing an extension of the recovery? The 
answer might be a cautious “maybe” 
because the action of the Industrials 
does not necessarily parallel the FRB In- 
dex. However, the Industrials may have 
value as a business barometer because 





.. Funds Index.. 


. Portfolio Studies . 


. . Reports 


the National Bureau of Economic Re. 
search uses it as one of a group of indi- 
cators which tend to lead major turns in 
business activity. 


The record has been good over the last 
16 years, if we accept the Bureau’s 
benchmarks for turns in business. For 
example, the 1937-38 depression began 
in May 1937 and terminated in June 
1938, but the Dow-Jones Industrials 
turned down in February 1937 and up 
in May 1938, leading the turn in busi- 
ness by 3 months on the down side and 
1 month on the up side. 


For the 1948-49 recession, the record 
is not clear-cut. The Dow-Jones experi- 
enced a major reversal in May 1946, 
but business did not slump until Octo- 
ber 1948. The upturn in business oc- 
curred in September of 1949; the In- 
dustrial Average reversed itself in June 
1949, anticipating the recovery by about 
3 months. 


Did the Averages “predict” the 1953. 
54 adjustment? In January 1953 they 
turned downward after touching a 23 
year high. This was 6 months before the 
downturn in business. The Industrials 
turned up in September 1953 and the 
recession is considered to have ended in 
July or August of this year. 


In retrospect, it seems that we might 
have reason to believe that the Dow- 
Jones Industrial Average is a good “pre- 
dictor.” On the other hand, we should 
remember that use of any one index as 
a barometer is dangerous while agree- 
ing that this Average may be helpful as 
one of a number of clues to business 
turning points. 


Roy S. HEAVNER 
TEMPLETON, DOBBROW 
& VANCE, INC. 


INVESTMENT MANAGEMENT Quiz 


In the June 1953 Trusts anp EstatTEs 
we capsuled our views about some of 
the professional investment managers’ 
dilemmas. Since then we have had 4 
number of questions from readers which 
are condensed here. 


Q. The problem of attrition in long: 
range investment planning? 

A. The wearing down of resources by 
continued slight impairments is a ma 
jor threat to private capital held in 
trust. People who invest money for 
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others have legal and moral responsibili- 
ties which tend to put them on the de- 
fensive and thus hinder the use of many 
investment practices most likely to suc- 
ceed. There is no complete answer to this 
question but we suggest a more forth- 
right approach on doing what seems best 
for the client’s pocketbook rather than 
what might look best in a court of law. 
Any long range planning that fails to 
provide for growth as an offset to cer- 
tain errors is bound to result unfavor- 
ably. 

Q. Will blue chip stocks offer real pro- 


tection in the next period of inflation? 


A. As far as the professional manager 
is concerned, stocks are practically the 
only means available as an inflation 
hedge. Properly selected, they will offer 
at least the most protection he can get. 
Unless the price paid is hopelessly out 
of reach, it is better to buy so-called 
“blue chip” stocks than equities in com- 
panies that have failed to make the 
grade. My own test of a suitable equity 
is the ability of a corporation to get 
ahead and increase sales, profits, divi- 
dends, and balance sheet strength. If I 
can find that in a red chip, all the bet- 
ter. If I find a blue chip becoming ma- 
ture and stagnant, I don’t want it. 


Q. Formula vs. Dollar averaging in 
long range equity programs? 

A. In my current book* I discuss 
what I call “Miracle Plan Investing” be- 
cause I believe many of the promises 
made appear miraculous as well as fal- 
lacious. I feel that formula and dollar 
averaging schemes have little place in 
the programs of private investors faced 
with varying annual amounts of income 
and expenditures and subject to unpre- 
dictable personal emergencies. I think 
that for the institution with more pre- 
dictable sources of new investment capi- 
tal they can be used but always with 
much less success than a well thought-out 
policy adjusted to changes as they oc- 
cur. 


Q. The current tendency to abandon 
established economic precepts? 


A. I think this question is an attempt 
to couple present-day thinking with the 
pre-1929 crash thinking and, if so, I 
think it is incorrect. I do not see any 
abandoning of established economic 
precepts. I do see the employment of 
new means to deal with old facts. 


Q. Should a trustee attempt to switch 
stock investments to take advantage of 
market swings? 


m-_——___. 


*“The Battle for Investment Survival,” 8th 
Printing, res House Publishers, 61 Broadway, 
New York 6, N. Y. $2.95 postpaid. 
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A. Partially answered in the discus- 
sion on attrition. Yes, I certainly think 
so. Efforts should be made to own more 
defensive securities in a seemingly vul- 
nerable general situation and more of- 
fensive securities under attractive con- 
ditions. Stock investments should be 
switched to eliminate from time to time 
the least successful holdings and sub- 
stitute others that promise to be more 
profitable. Generally speaking, it is 
easier to separate the attractive securi- 
ties from the unattractive than to deter- 
mine whether a market is low or high. 
In all cases constant checking of the port- 
folio for advisable switching is impera- 
tive and in most cases trying to take ad- 
vantage of market swings is advisable. 


Q. Does the assumption of economic 
and political leadership of the “Western 
World” by the United States impose a 
responsibility on government and pri- 
vate business which would tend to in- 
validate the operation of the “business 
cycle” theory? If so, would this together 
with the indicated long term downward 
secular trend of interest rates provide 
justification for the present pattern of 
price-earnings ratios and yields on 
stocks? 


A. I see no connection between Unit- 
ed States world leadership and the busi- 
ness cycle unless it is that the nation 
which leads the world can influence the 
cycle for better or for worse by its own 
acts to a greater extent than the nation 
that does not. In other words, years ago 
we were more at the mercy of London 
and now they are more at our mercy. 


The implied connection with the pres- 
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NET INCOME OF LEADING CORPORATIONS FOR THIRD QUARTER 
AND FIRST NINE MONTHS 


(from National City Bank Monthly Letter) 


= enter Per Cent 
Ch Nin ng Hfonths 


88 Food preducts $ pol . 2 
11 Beverages 8,610 = s rt ly 
18 Tobacco products 27,268 F106 78,285 +11 
29 Textiles and apparel 11,778 —20 22,959 —57 
27 Paper and allied products. 26,869 +10 82,521 +14 
82 Chemical products 142,788 + 5 451,805 7 
18 Drugs, soap, cosmetics WW. 44,159 +30 118,940 25 
29 Petroleum producing and refining 464,019 —4 1,894,060 8 
87 Cement, glass, and stone. 66,435 +25 170,909 +14 
36 Iron and steel 128,561 —81 414,966 —238 
18 Building, heating, plumbing equipment 17,2386 2 48,048 + 5 
21 Electrical equip., radio and television 88,198 12 277,641 15 
89 Machinery POEL LE RSI 42,842 8 180,279 6 
7 Office equipment 18,960 88 55,861 28 
6 Automobiles and trucks 159,907 Ts 586,617 +28 
24 Automobile parts 15,112 59,857 —26 
10 Railway equipment 6,470 —28 28,749 —20 
66 Miscellaneous metal products 109,571 + 5 807,824 + 
42 Miscellaneous manufacturing 89,356 — § 119,438 i 
498 Total manufacturing 1,455,252 —1 4,478,806 + 4 
29 Mining and quarrying 28,258 5 76,870 —s38 
27 Trade (retail and wholesale) 19,218 7 49,178 +4 
15 Service and amusement industries 10,519 +) 26,907 —19 
48 Railroads 152,596 —24 346,090 —38 
68 Electric power, gas, etc. 122,504 20 417,870 10 
89 Telephone and telegraph 146,198 15 415,422 11 
719 Total $1,984,540 om $5,805,188 +— 


ent pattern of price-earnings ratios and 
yields on stocks seems vague to me. Jus- 
tification for the present pattern to some 
extent lies in the indicated long-term 
downward trend of interest rates but, 
otherwise, seems influenced by much 
stronger factors than our world leader- 
ship. 

The business cycle theory is not in- 
validated. Business still gets better and 
gets worse. The period and rate of the 
changes vary and are unpredictable. 


G. M. Lores 
E. F. HUTTON & CO. 


AAA 
Third Quarter Net Firm 


Corporate reports covering the third 
quarter show continuing good business 
and net earnings generally, although 
with wide industry variation. The over- 
all sales volume picture was slightly 
behind that of one year earlier but some 
industries and companies went counter 
to the declining trend, to which the 
lessened impact of Federal taxes in 
many cases served as an offset. 


The tabulation of 719 operating re- 
ports prepared by the National City 
Bank of New York Monthly Letter shows 
a combined net after taxes for the third 
quarter down 2% from the preceding 
quarter and 1% below the same period 
of 1953. For the nine months period, 
it was practically unchanged from 
1953, however, with most manufacturing 
groups, trade, electric power, gas and 
telephones slightly improved against 
decreases in the railroad and service- 
amusement groups. 
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Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 
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Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 





















BALANCED FUNDS 
American Business Shares ——-___ 
Axe-Houghton Fund “A” —--- SEE 
Axe-Houghton Fund “B” —---_-_EEE 










Pnsurance Company, Trustee 
Founded 7818 







_— 65.0 $167.5 $1659.56 
— 71.4 $282.7 2302.92 
—_ 88.1 $258.5 +25493.71 





















































and other information, ee ER Se 60.2 198.1 +19393.28 
acliadi Commonwealth Investment ___ 106.3 738.5 $243.3 2399.53 
mcluding Eaton & Howard Balanced —--__ 114.5 73.6 %$214.3 21085.43 

5 Fully Administered Fund (Group Securities) — ao 69.4 $157.1 1549 3.48 

Attorney’s Guide General Investors Trust —____ 110.0 65.2 153.2 1503.85 
Investors Mutual —...__-__ jeeiiihdesianncengitaiiien: a 73.5 184.0 1993.81 

for Johnston Mutual Fund —___ — — $212.2 2008 3.44 

™ Vj T eens ——" Enea Serene sib teenager 102.6 59.6 155.7 15% 3.89 
es tu gt AS CSN —_ — $192.5 18% 3.30 

ter IVOS rusts Gees See Pees — 69.2 175.5 17§ 3.68 
Scudder Stevens & Clark —= = __>»__>_>E 97.4 80.9 %$177.0 174 3.30 

Wellington Fund —— 105.2 75.0 188.1 184 3.37 

Whitehall Fund — — — $221.8 2188 3.63 

W W C Wisconsin Investment*** __ — 65.1 $259.5 +2588 3.32 
HITE, ELD & 0. AVERAGE: BALANCED FUNDS 105.6 70.8 195.7 1929 3.51 









Members New York Stock Exchange STOCK FUNDS 
























40 Wall Street, New York 5, N.Y. Affiliated Fund *** _ = 50.2 223.4 21g 4.05 

Broad Street Investing Corp. ——— 109.9 60.1 $248.2 2458 4.26 

Bullock Fund ~~ 109.8 61.0 $234.1 9 3.77 

SS ERs RR Sena ee oe — 76.1 1187.8 183.83 

Diversified Investment Fund, Inc.*** ___. — — $179.5 1779 4.58 

SEINE IO seiicercehisrensinentanmcsitnenesinteammenninms 109.0 62.1 $202.0 71908 3.59 

OE ee 107.1 62.7 $278.2 27@ 3.08 

IT TIT sonncnisnihsinsncsitecietapiennapminititeatahesipomsmagsaiait — — $274.0 26% 4.20 

Fundamental Investors —._-_-_E 105.2 64.8 $293.9 28% 3.92 

M h incorporated Investors —___ Be A ee Se 103.6 63.9 $279.4 2m oo 
Institutional Foundation Fund — = —-___ —_ — $205.3 20% 4. 

ASSAC usetts Investment Co. of America ——-__ — 69.0 %$239.2 23% 3.18 

° Knickerbocker Fund —_. ____ —_— 59.8 %$131.9 +130 2.64 

Life FF und Loomis-Sayles Mutual Fund 72.4 74.2 212.9 +20 3.20 

Massachusetts Investors Trust —...._-_ 110.7 59.7 239.6 4.07 

Mass. Investors Growth Stk. Fund —__ 114.2 57.4 $242.5 AB 2.52 

A balanced mutual fund providing Mutual Investment Fund _._ === 129.7 56.1 $182.7 180 2.97 

for distribution of income and prin- ee ome ca a RP — =~ re 
‘wal s : Re ation ecurities — Income*** —-__ oe 6 120.7 | 

“n . waaaxaies 24 a New England Fundm™ Csi 61.4 $182.3 | $1%§3.77 

wal trust account for each investor. Selected American Shares _....--»=-—>=>SESE 123.8 60.9 205.9 20% 3.68 

Sovereign Investors — =» ==> _— 62.5 %$155.6 15% 4.56 

State Street Investment Corp. — ~~ -_ 92.8 60.7 $256.0 2508 2.84 

Wall Street Investing Corp. ——— -_ — — 272.7 7268 4.08 





108.1 63.2 229.3 2B 3.55 
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COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 rep obtaine 
Founded 1818 dates indicated are added all ry distributions to such date and the re- the annual perie ith th 
sultant sum is divided by the 1939 base offering price. month-end offeris@jending 


CAPITAL GAIN MBUTIC 


Prospectus from your COL. 19 represents the current month-end bid (eal. 16 less all capital distri- distrib if atcapital 
di t t fF ution, 
Investment Dealer or me nearer ei: — annual period. 3 AFI 
INCOME PRSSSEARS Bg my only those yo paid by the com- conePaxines th 
pani income arn: om divi ends and terest their portfolio o 
FIFTY STATE STREET COMPANY re cones all capital distributions). 1 or balanced fustiace at 


§0 STATE STREET, BosTON 9, MASs. 
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n—new revised series adjusted to Dec. 1939 base. +Ex-dividend current a. 
m—Considered “tentbte fund. Mutual Fund of tHigh reached current month. 
Boston acquired through merger July 1, 1954. @Principal index begins 3 after 1939 base date. 
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280, 
7254 
7198 
239, 
210 
154 
150 
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209 
1 
| 189 
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174 
184 
218 
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8.56 
2.92 
3.71 

23 
3.53 
3.43 
3.48 
$.85 
3.81 
3.44 
3,89 
3.30 
3.68 
3.30 
3.37 
8.638 
3.382 


3.51 


ag 4.05 


4.26 
8.77 


a 3.83 


4.58 


3.59 


3.08 


@ 4.20 


3.92 


iB 3.38 
im 4.06 
i 3.18 
MB 2.64 


8.20 
4.07 
2.52 


SB 2.97 
Sim 2.94 
5.50 


3.77 
3.68 
4.56 
2.84 
4.08 


3.55 
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12 mo. Div. % 


nvest. Cap. 


Distri. 


3.01 
2.32 
0.95 
1.39 
1.65 
0.79 
2.92 
1.23 
1.20 
1.48 


2.30 
1.57 
1.94 
1.25 
2.90 


1.71 


1.23 
1.73 
2.46 
2.64 
0.37 
3.14 


1.40 
0.38 
1.89 
2.47 
2.24 
4.19 
2.87 
1.00 
1.22 
2.01 
2.25 
1.10 
2.64 
2.86 
0.56 
2.23 


2.11 


ec. 30, 1939. 


obtained by dividing such dividends accruing over 
ith the stated date by the average of the twelve 
mding on the corresponding date. 
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‘9 a revised short form index. 
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7121.4 
178.0 
7198.2 
7158.7 
200.5 
188.5 
127.1 
120.1 
149.5 
193.7 
123.8 
176.4 
145.2 
150.0 
146.9 
198.1 
7183.7 


154.5 


140.1 
202.8 
190.1 
105.3 
163.2 

$155.9 
240.4 
235.8 
249.0 
225.3 
155.8 
173.7 

+ 80.2 

4142.2 
217.7 
197.8 
146.8 
225.8 
100.9 

$144.5 
158.9 
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176.1 

$255.1 
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**Became Balanced Fund in 1945. 


te business equal to the average of all those stock 
mce at the time. 


m ***Not included in balanced or stock average. 
***Name changed from Nesbett Fund. 
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GHT 1954 BY HENRY ANSBACHER LONG. 
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EATON & HOWARD STOCK FUND 


A mutual investment fund seeking long term growth of principal 
and income primarily through diversified holdings of 


selected common stocks. 





Managed by 
EATON & HOWARD 
INCORPORATED 
24 Federal Street BOSTON 
BOSTON ESTABLISHED 1924 


333 Montgomery Street 
SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 
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BUSINESS SHARES 


A Balanced Investment Fund 


LORD, ABBETT & Co. 
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ELecTion Boosts MARKET ACTIVITY 


The initial reaction of the markets to 
the election returns was definitely favor- 
able, with many industrial stocks mark- 
ing sharpest advances for one day since 
1939. Buying was not only for indi- 
vidual account but was reported as 
emanating from institutional sources as 
well. More mature appraisal may alter 
or confirm this first enthusiastic esti- 
mate, which is variously ascribed to the 
belief that Democratic control of both 
houses, narrow though it may be, means 
bigger deficits and inflationary forces in 
the offing or to a feeling of relief on 
the part of Republicans that the threaten- 
ed Democratic landslide turned out to be 
less awesome than predicted. 


There were several unmistakably en- 
couraging trends brought forward, how- 
ever. Republican policies in the direction 
of economy, institution of flexible farm 
price supports and abstention from 
pump-priming urged by labor leaders 
were generally supported by the elec- 
torate and the overall tone of voting 
sentiment might fairly be appraised as 
conservative rather than radical. Repub- 
lican programs will be subjected to the 
usual political jockeying but the outlook 
is for a reasonable working agreement 
over the next two years. 


The voters approved about two-thirds 
of the bond proposals submitted, or over 
$1 billion of the near-record $1.5 billion 
total. New York voted the two largest 
issues, $350 million for mental hospitals 
and $200 million for slum removal and 
public housing, the latter proposal meet- 
ing greater opposition from taxpayers 
reluctant to swell the nearly $20 million 
deficit incurred on existing installations 
in the year ended March 31st. Californie 
approved two large issues, for $175 
million and $100 million, both extend- 
ing established programs. Michigan 
voted $80 million for Korean War 
veterans, the first for this war and the 
| first bonus voted since 1950. Philadel- 
| phia voters supported a total of nearly 
$55 million new debt. Omaha, however, 
. felt otherwise in turning down three pro- 
| posals totalling $7 million, as did quite 
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a few other communities across the coun- 
try, depending upon local factors. It 
looks like busy days ahead for under- 
writers and investment men as these and 
other entities as yet unreported bring 
their issues to market. 


GOVERNMENT—MUNICIPAL NOTES 


The government bond market, having 
adjusted to the September-October cash 
financing of the Treasury 154% Notes 
due on May 15, 1957, is currently be- 
ing dominated by the substantial Decem- 
ber refunding operation. As expected, 
the Federal Reserve authorities fed re- 
serves to the market via open market 
operations prior to payment date for the 
154% Notes, and will undoubtedly fol- 
low the same course in connection with 
the more recent Commodity Credit Cor- 
poration’s offering of $1,150,000,000 
154% Certificates of Interest due August 
1, 1955. The latter issue, well oversub- 
scribed, is dated November 12, at which 
time the usual mid-month rise in float 
should work with the Federal Reserve’s 
policy of supplying the necessary re- 
serves to the market to prevent tighten- 
ing influences near payment date. In the 
short term market, Treasury Bill yields 
have continued to fluctuate around the 
1% level, and it is possible that this 
level may move up a little before the 
year end. 


While the shorter term section of the 
government market has been reflecting 
the influence of the 15g% offering with 
the new issue unable to maintain a par 
level, the intermediate and longer term 
obligations have also moved to lower 
levels. Further readjustments may be 
effected as the December refunding ap- 
proaches and, in this connection, particu- 
larly if an eight to ten year intermedi- 
ate or longer term obligation, is offered, 
the longer intermediate section may 
show somewhat greater readjustments 
than the shorter obligations. Recent price 
declines in this sector of the list have 
been due, in part, to interpretations 
given to talks made by the Secretary of 
the Treasury and by the Under-Secre- 
tary of the Treasury prior to the elec- 
tions, and in part to general uncertainty 


as:to what issues the Treasury might 
use in connection with the December 
operation. 


The refunding package can be ex- 
pected to include a one year certificate 
to meet the needs of short term in- 
vestors holding the December 2s and 
1%gs and to give the Federal Reserve 
System, which holds over $7 billion of 
the maturities, principally the 17s, an 
opportunity to roll over its holdings into 
a short term as it has done in the past. 
At the present time, a one year 114% 
would appear to be in keeping with mar- 
ket requirements. 


With respect to the longer part of the 
package, market conditions will deter- 
mine whether or not the offering will be 
a short bond or a longer intermediate 
maturity. Depending upon which section 
of the maturity calendar is utilized, one 
can expect to find market readjustments 
in competitive maturities. A longer in- 
termediate term bond would probably 
bear a 214% coupon and, again, moder- 
ate readjustments might be witnessed 
in comparable outstanding maturities. 


The possibility of a definitely long 
term issue in the refunding is not pre- 
cluded, but the economic outlook evi- 
denced by the business and loan pattern 
will be the determining factor of the 
propitiousness of such an offering. Meet- 
ings by the Treasury authorities with 
representatives of leading groups of in- 
vestors in mid-November will give the 
Treasury some idea as to the amount 
of long term investment funds available 
for such an issue. 


As long as the business and loan pat- 
tern persists in showing only a nominal 
improvement, it is expected that the 
Federal Reserve will provide reserves to 
the banking system as needed for sea- 
sonal purposes and to aid Treasury re- 
funding operations. Once the December 
refunding is out of the way, greater 
stability should come to the market since 
the next important Treasury financing 
would be in connection with the Febru- 
ary certificates and the March maturities. 


The municipal market has given a 
good account of itself in spite of the im- 
portant offerings it has been called upon 
to absorb. While dealers have been able 
to place issues reasonably satisfactorily, 
the volume of new offerings has resulted 
in making little progress against their 
backlog. The uncertainty in the govern- 
ment market has been carried over some- 
what to the municipal market, and once 
the December refunding is out of the 
way, more attention should again be 
paid to the municipal sector. 
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LirE COMPANIES INCREASE 
Equity Position 


In marked contrast to the aggressive 
policy of equity acquisition pursued for 
some years by the Sun Life Assurance 
Co. of Canada, life companies in this 
country have been cautious in exercising 
the limited authority to purchase com- 
mon stocks granted them in recent years. 
This reluctant attitude responds to a 
variety of reasons but largely because 
of valuation technicalities which vary 
from state to state. If the 1954 trend 
thus far is a valid indication, this group 
might become a more formidable factor 
in the stock markets, granted that their 
investment managers modify their feel- 
ing that, with only a small percentage 
of the total portfolio allocable to com- 
mon stocks, the overall yield benefit is 
negligible compared with the possibili- 
ties of controversy with regulatory au- 
thorities. 


» A compilation by the Institute of Life 
Insurance of investment placement 
through August shows that, in the eight 
months of 1954, $164 million of new 
common stocks were added against only 
$65 million one year earlier, an in- 
crease of roughly 150%. Total common 
stock holdings were $926 million, 
against $742 million at the same 1953 
date. August purchases were four times 
as large as in the same 1953 month 
and, while the amounts involved are 
dwarfed by those from other institu- 
tional sources, it is perhaps a straw in 
the wind evidencing a more receptive ap- 
proach to equity commitments. 


The report shows more than $10.2 
billion placed in the first eight months 
of 1954, compared with $8.6 billion in 
1953, in all categories, including mort- 
gages. While new Government holdings 
rose by $600 million and foreign bonds 
doubled (presumably largely Canadian 
issues), public utility issues rose by 
nearly 50%. Industrial and miscellan- 
eous bonds declined in popularity, losing 
some 15% to a total of new acquisi- 
tions of $1.8 billion, against $2.1 bil- 
lion one year earlier. The big gainer 
percentage-wise, however, was the tax- 
exempt group, in which the life com- 
panies picked up $543 million through 
August as compared with $141 million 
in 1953. 


Towarp A SounpER Tax BAsE? 


The 1954 tax law, justly heralded as 
the first systematic overhauling of this 
vital subject in more than two genera- 
tions, has nonetheless done nothing to 
correct a basic weakness in the scheme 
of Federal taxation, namely, dispropor- 
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tionate reliance upon income tax rev- 
enue. It is a far cry from the pinprick 
of the first 1913 income tax to today’s 
sharply graded individual schedules, 
with the largest part of the “bite” dating 
from 1932 as Federal budgets have gone 
skyrocketing to fanciful billions. Alter- 
native methods of taxation have in- 
variably met with political opposition. 
The result is a vulnerable reliance upon 
economic conditions to produce more 
than 80% of total Federal revenue from 
income taxes. 

What other methods will accomplish 
results without unfair pressure upon 
any tax group and with the least un- 
favorable impact upon the economy? 


Government 


Municipal 
Railroad 


Students of public finance contend that 
a soundly planned system of excise taxes 
would spread the tax burden more even- 
ly, at the same time releasing larger 
amounts for local and state tax needs, 
and would additionally counter the in- 
sidious popular attitude that, if income 
taxes cannot meet annual outgo, the re- 
sulting deficit can simply be liquidated 
by monetization of debt through short- 
term bank borrowing. Canada has had 
excellent experience with her system of 
excise taxes which currently account for 
some 25% of her needs. In this country, 
however, popular and political pres- 
sures have always prevented adoption 
of a program which would tax income 


Public Utility and 
Industrial Bonds 


Equipment Trust 


Certificates 


Investment 
Stocks 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 
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INTERNATIONAL BUSINESS 


MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 159th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1. r share, 
payable December 10, 1954, to stockholders of 
record at the close of business on November 19, 
1954. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card 
Accounting Herta will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
October 26, 1954 
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AMERICAN GAS 
AND ELECTRIC COMPANY 


7] 
Common Stock Dividend 


reguler quarterly dividend of 
cA forty-five cents ($.45) per share on 
the Common capital stock of the Company 
issued and outstanding in the hands of the 
ublic has been declared payable Decem- 
~ 10, 1954, to the holders of record at 
the close of business November 8, 1954. 


W. J. ROSE, Secretary 
October 27, 1954. 


THE FLINTKOTE COMPANY 


NEW YORK 20, 
N.Y. 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative treferred 
‘Stock payable December 15, 1954 
to stockholders of record at the close 
of business December 1, 1954. 

A quarterly dividend of $.50 per 
share and a year-end dividend of 
$.50 per share have been declared 
on the Common Scock payable 
December 10, 1954, to stockholders 
of record at the close of business 
November 26, 1954. 

CLIFTON W. GREGG, 
Vice-President and Treasurer 
November 3, 1954 
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The following dividends have 
been declared on the Common 
Stock of Allied Chemical & 
Dye Corporation: 


Quarterly dividend No. 135 
of Seventy-Five Cents ($.75) 
per share. 


Special dividend of Fifteen 
Cents ($.15) per share. 
Both dividends are payable 
December 10, 1954, to stock- 
holders of record at the close 
of business November 12, 1954. 
Payment of these dividends 
will make a total of $3.00 per 
share paid in 1954, the same 
as in 1953. 


W. C. KING, Secretary 
October 26, 1954. 





















as spent rather than upon receipt. Ap- 
parently only wartime demands for rev- 
enue can induce adoption of excise taxes 
and the very name usually applied to 
them — “nuisance taxes” — reflects the 
popular viewpoint. Once on the books, 
it seems quite difficult to eliminate them, 
nevertheless. 


The severity of the tax impact upon 
the individual pocketbook as income is 
received decreases productivity because 
it drains off money available for invest- 
ment in capital equipment, according to 
Dr. Harley L. Lutz, tax consultant and 
professor emeritus of public finance at 
Princeton University. Hence, he argues, 
a study should be made looking toward 
a drastic reduction in individual income 
tax rates, with a proportional rate as 
the eventual target, and the development 
of a comprehensive plan for Federal 
excise and consumption levies. Favorable 
action toward these goals would un- 
doubtedly find prompt reflection in the 
price levels of investment grade common 
stocks based upon a reappraisal of net 
return after taxes, as has been the case 
with Canadian stocks of the same cali- 
bre, which enjoy a 20% exemption 
against dividends. 


Stocks Stitt Rate WitH TRUSTEES 


New York City trust investment off- 
cers seem to have interpreted election 
results as reflecting a middle-of-the-road 
mood on the part of the electorate, with 
the consensus that no change in trust 
investment policy in the stock depart- 
ment appears imminent. As advancing 
prices have tilted the stock percentage 
on the high side or as certain positions 
outran a normal price-earnings basis, 
account adjustments have been made to 
effect a proper balance, hence there is 
no greater degree of urgency now ap- 
parent to reduce or eliminate such posi- 
tions than during preceding phases of 
the market advance since September 
1953. 


With no sign of nearby deterioration 
in the overall business and profit pic- 
ture, pressure for slimming down posi- 
tions is lacking but the number of issues 
considered attractive pricewise is sub- 
stantially reduced. Some officers ex- 
pressed a preference for a closer-to- 
shore position in some of the so-called 
defensive groups. Another viewpoint has 
to do with those industries in which 
labor represents a major part of the 
production cost. Here careful selection 
is deemed particularly necessary in this 
period of tight competition. 


The stock ratio in many accounts is 
now well. below 50%. One informant 


DOW-JONES AVERAGES 


Nov.1 Oct.1 Nov.2 
1954 1954 1953 
80 Industrials 353.96 359.88 276.72 
20 Railroads 118.33 117.00 97.02 
15 Utilities 57.78 61.16 51.39 
65 Stocks 129.96 182.16 105.61 





even reported that the traditional re- 
luctance of principals to accept lower 
income as stock positions are converted 
into debt securities is less noticeable than 


usual. 
A 2° «Ss 


Mutual Funds at New High 


Total net assets of the 112 open-end 
(mutual fund) members of the National 
Association of Investent Companies rose 
to $5,369,700,000 on September 30, 
1954. During the twelve month period 
assets increased a total of $1,512,325,- 
000, with net sales of shares (sales of 
new shares less redemptions) account- 
ing for $394,763,000 and the remaindet 
from the rise in security prices. Hold- 
ings of cash, United States Govern- 
ments and short-term bonds totaled 
$286 million, as compared with $249 
million on September 30, 1953. 











American-Stardard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 

A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable December 1, 1954 to 
stockholders of record at the close of 

business on November 19, 1954. 
A quarterly dividend of 32 cents per 
share and a special dividend of 21 cents 
r share on the Common Stock have 
declared, payable December 15, 
1954 to stockholders of record at the 
close of business on November 19, 1954. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 
JOHN E. KING 


Vice President and Treasurer 














PREFERRED DIVIDEND 
A regular quarterly dividend of $1.07 per 
share on the cumulative preferred stock, 
414% Series, and of $1.1875 per share on 
the cumulative preferred stock, 434% 


Series, of this Company has been de- 
clared, payable December 1, 1954, to stock- 
holders of record at the close of business 
November 15, 1954. 
COMMON DIVIDEND No. 74 
A quarterly cash dividend of 30¢ per share 
on the common stock of this Company, 
has been declared, payable December 10, 
1954, to. stockholders of record at the 
close of business November 15, 1954. 
W. W. WHITNELL, 

November 3, 1954 Secretary 


NATIONAL CYLINDER 
GAS COMPANY 
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Vance Sanders Canadian 
Fund Votes Merger 


Stockholders of Canada General 
Fund, Inc., which had been domiciled 
in this country, have voted that this 
company be merged into Canada Gen- 
eral Fund (1954) Limited, bringing 
combined assets of the merged mutual 
to more than $50 million. Vance, Sand- 
Jers and Company of Boston are spon- 
sors and distributors of both these 
open-end companies. 


Since the older fund was organized 
over two years ago, it has become 
possible to sell to the United States 
citizens shares of investment companies 


— 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of $1.00 per share and an additional 
dividend of 75 cents per share on the 3,340,- 
000 shares of the Company’s capital stock 
outstanding and entitled to receive divi- 
dends, payable December 15, 1954, to 
stockholders of record at the close of busi- 
ness November 26, 1954. 


E. F. VANDERSTUCKEN, JR., 


Secretary. 


Union CarBIDE 


AND CARBON CORPORATION 


UCC} 
New York, October 26, 1954—the 
Board of Directors of Union Carbide 
and Carbon Corporation has today 
declared a quarterly dividend of 50¢ 
per share and a SPECIAL DIVI- 
DEND of 50¢ per share, total $1.00 
per share, on the outstanding capital 
stock of the Corporation, payable 
December 1, 1954 to stockholders of 
record November 5, 1954. The last 
dividend was 50¢ per share paid 
September 1, 1954. 

Payment of this dividend on 
December Ist will make a total of 
$2.50 per share paid in 1954, the 
same amount as was paid during 


1950, 1951, 1952, and 1953. 


KENNETH H. HANNAN 
Vice-President and Secretary 


THE TEXAS COMPANY 
209th 


Consecutive Dividend 


and Extra Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
and an Extra dividend of seventy- 
five cents (75¢) per share on the 
Capital Stock of tne Company have 
becn declared this day, payable 
on December 10, 1954, to stock- 
holders of record at the close of 
business on November 5, 1954. 


The stock transfer books will re- 
main open. 
Rosert FIsHER 


October 22, 1954 Treasurer 
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organized under the laws of Canada due 
to new regulations of the S.E.C. as has 
been evidenced by the plethora of new 
offerings of this type. The $50 exclusion 
and 4% dividend credit under the 1954 
Internal Revenue Code are denied 
United States Investment Companies, 
the income from which is derived from 
Canadian Securities. This disadvantage 
to shareholders of Canada General 
Fund, Inc. coupled with the distinct ad- 
vantages offered by investment compan- 
ies organized under the laws of Canada 
of ploughing back capital gains tax-free 
and a minimum tax rate on retained in- 
vestment income prompted approval of 
the merger. 
A A A 


Keystone Fund Includes 
Pioneers of New Mutual Set-Up 


Unique in the current offerings of 
Canadian domiciled mutual funds in 
this country is the $30 million issue of 
Keystone Fund of Canada. The new 
regulations promulgated by the S.E.C. 
require a majority of the boards of such 
mutuals offered in the United States 
to be nationals on this side of the 
border. Keystone has on its directorate 
several prominent Canadians associated 
with another established Canadian mu- 
tual, who in 1950 commenced working 
with the United States Securities Com- 
mission to make possible the sale of 
Canadian domiciled investment compan- 
ies in this country. These conversations, 
sparked by J. Ernest Savard of the Mon. 
treal brokerage house of Savard and 
Hart, eventually came to fruition in the 
current regulations opening the way for 
this year’s offerings of Canadian domi- 
ciled funds. 


Other Canadian directors include N. 
Russell Crawford, Horatio R. Milner, 
Q. C., Felix E. Notebaert and Jules R. 
Timmins. S. L. Sholley of the Keystone 
organization is President and Chairman 
of the board. As with most of the other 
new Canadian domiciled mutuals, the 
sole objective of the fund is long-term 
capital growth; met investment income 
and gains will be “plowed back.” The 
distribution procedure is a compromise 
between a formal underwriting and the 
usual open-end offering. Keystone has 
invited its authorized dealers and all 
other N.A.S.D. members to sign an 
agreement estimating on a reservation 
form the dollar amount of shares they 
expect to sell during the first 90 days 
of the offering. This agreement merely 
indicates the dealer’s intention, no 
money is tied up and payments are made 
only for those shares actually sold. 
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Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 19 


CUMULATIVE PREFERRED STOCK 
4.88%, SERIES 
DIVIDEND NO. 28 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series, 

The above dividends are 
payable November 30, 1954, to 
stockholders of record Novem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, November 30. 


P.C, HALE, Treasurer 
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October 15, 1954 
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SOCONY—VACUUM 
OIL COMPANY 


INCORPORATED 


October 
26, 1954 


Dividend 
No. 175 


The Board of Directors today 
declared a quarterly dividend of 
50¢ per share and an extra divi- 
dend of 25¢ per share on the 
outstanding capital stock of this 
Company, both payable Decem- 
ber 10, 1954, to stockholders of 
record at the close of business 
November 5, 1954. 


W. D. BickHaM, Secretary 


“SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 63 


A dividend of 40 cents 
per share has been declared 
on the Common Stock of 
Southern’ Natural Gas Com- 
pany, payable December 13, 
1954 to stockholders of rec- 
ord at the close of business 
on November 30, 1954. 


H. D. McHENRY, 
Vice President and Secretary. 


Dated: October 20, 1954 . 





MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 


YIELDS OF YIELDS OF PRICES DIVIDENDS, 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 


IN PERCENT A 100 PRICES AND DIVIDENDS 
($ PER SHARE ) 


3 YEARS PRICES 


3.00 
22s, OF 9/15/72- 


ES ae 


40 


3.25 . 7 y 
ORAOENES 
34s, OF 6/15/83-78 (io SCALE 


195! 1952 1953 1951 1952 1953 


End of Month 
Oct. Sept. Oct. 1954 1951-53 1946-50 1941-45 1931-40 1919-1930 
1954 1954 1953 oo  -—_———— Range for Period ——— 


U. S. Government Yields 2S EIT 
8-Year Taxable Treas. _........_._»_>s 1.75 1.66 2.20 1.98-1.35 2.80-1.68  1.68-0.90 1.32-1.07 (a) (a) (a) 


5-Year Taxable Treas. —..._....._... © 2.05 1.95 2.36 2.16-1.75 3.00-1.76  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. _...__. 2.44 2.45 2.56 2.45-2.33 8.16-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
OS ee ; 2.55 2.50 2.78 2.71-2.42 8.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%, 12/15/67 —...._ — % 2.54 2.50 2.78 2.72-2.43 3.31-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
8%s, 1988-78 _. é 2.67 2.65 3.01 2.91-2.56 (b) (b) (b) (b) (b) 
Corporate Bond Yields —...._____. 
2.88 2.89 3.11 3.11-2.85 3.44-2.65 2.91-2.45 2.88-2.59 6.75-2.70 6.38-4.42 
Aa Rated Long Term ——........___>_ % 3.04 3.05 3.26 3.27-2.99 $.52-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term _ Z 3.14 3.14 3.41 3.39-3.12 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —...._»_»_>>> si 3.46 3.78 3.74-3.45 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
Tax-Exempt Bond Yields —....._______ 
Aaa Rated Long Term Z 1.96 2.19 2.21-1.90 2.738-1.28  1.98-0.90 1.84-0.98 2.81-1.56 (b) (ec) 
Aa Rated Long Term _...- = 2.06 J 2.37 2.32-2.00 2.96-1.87 2.21-1.04 2.11-1.21 8.02-1.78 (b) (ec) 
A Rated Long Term —________... 2.39 I 2.83 2.83-2.37 8.34-1.72  2.64-1.28 2.49-1.49 3.29-2.11(b) (c) 
Baa Rated Long Term —.....____ 2.98 3.40 3.82-2.93 3.79-1.98  3.05-1.57 2.94-1.80 3.71-2.60 (b) (ce) 
Preferred Stock Yields —.....__-___ 
Industrials—High Dividend Series 
NG eee 3.86 3.86 4.01 3.94-3.86 4.24-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medim Grade ......_.__._.__-___... 9 4.53 4.66 5.15 4.96-4.53 5.28-4.68 5.08-4.14 6.94-4.33 12.78-4.91 8.05-5.61 
Industrials—Low Divended Series 
\ "eS 3.65 3.66 3.83 3.82-3.65 4.02-3.45 3.92-3.27 (d) (d) (d) (d) 
Medium Grade 4.12 4.09 4.22 4.27-4.05 4.39-3.80 4.20-3.52 (d) (dad) (d) (d) 
Utilities—Low Dividend 
EE: 3.85 3.88 4.16 4.14-3.85 4.45-3.77 4.24-3.40 (d) (d) (d) (d) 
Medium Grade ......._............. 4.19 4.18 4.53 4.51-4.18 4.87-4.19 4.65-3.69(d) (d) (d) (a) 
Common Stocks 
125 Industrials—Prices (f) __.. $100.66 102.88 75.90 102.88-77.81 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) 
125 Industrials—Dividends (f) — $ 4.46 4.43 4.25 4.47- 4.27 4.55-4.18  4.44-1.76 1.94-1.52 2.05-0.72 2.58-2.16 (e) 
125 Industrials—Yields 4.43 4.31 5.60 5.49- 4.31 6.84-5.14 7.29-8.20 7.71-8.56 10.18-2.59 6.21-8.19 (e) 


(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—125 Industrials Averages date from Jan. 1, 1929. 

(f)—Dollars per share. 
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FEW YEARS AGO FREDERICK L. 

Allen wrote an intriguing book on 
“The Big Change” that took place in 
this country between 1900 and 1950. 
To say that investment processes had a 
part in this change is a gross understate- 
ment. It might even be said that the 
science of investing conservative funds 
was revolutionized during these fifty 
years. By conservative funds, of course, 
I mean the investments of insurance 
companies, savings banks, pension and 
profit-sharing plans, endowment funds, 
individual and family holdings, and the 
many various forms of trust estates. 


Without exception, during the early 
and middle 1800’s, conservative funds 
of this type were placed in mortgages 
or real estate. Then came railroad mort- 
gage bonds, as well as obligations of 
the United States Government and the 
various states and municipalities. The 
view of common stocks at that time is 
suggested by this quotation from an 
opinion by the New York Court of 
Appeals in 1869: 

The moment the fund is invested in 
stock, it has left the control of the 
trustees; its safety or risk of loss is 
no longer dependent upon their skill, 
care, or discretion; and the terms of 
the investment do not contemplate 
that it ever be returned to the trus- 
tees. 

Today it is a rarity if any of these 
funds do not use common stocks to some 
degree. Legal requirements have been 
relaxed over the years; and other bar- 
riers removed. Public opinion, both 
amateur and professional, has accepted 
this liberalization and is now committed 
to the granting of broad investment 
powers. 

I do not believe that inflation ac- 
counts for the whole movement, despite 
the fact that majority opinion would 
probably give it as the principal reason. 
I am sure there is no one who claims 
the wisdom to eliminate, or substanti- 
ally reduce, equities from his trust 





s From address before annual Trust Division Meet- 
ing, American Bankers Assn., Oct. 18, 1954. 
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“THE BIG CHANGE” 
IN TRUST INVESTMENT 


Permanent Role of Stocks in Conservative Portfolios 


BENJAMIN STRONG 


accounts before the next deflationary 
period comes. 


Three Main Reasons 


Common stocks are now a necessary 
part of our conservative investment 
fabric; and they will stay so, in good 
times and bad, war and peace, inflation 
and deflation. We will, therefore, have 
to take the inevitable hazards involved; 
and by careful selection and timing, we 
must keep these risks to a minimum. 
In short, we are in equities for all time; 
and we had better look closely at the 
reasons why we are there. 


If we had to sum up those reasons 
in one broad sentence, I believe it 
would run about as follows: The United 
States has emerged as the financial 
center of the world, and the United 
States dollar is now the free world’s 
hard currency. 

That means principally a cheap money 
center, such as London has been for 
generations. This country became a 
cheap money center quickly and drama- 
tically in the early °30’s when two 
seemingly unrelated developments 
brought it about almost overnight. In 
1933 the Federal Reserve authorities 
issued a regulation prohibiting the pay- 
ment of interest on demand bank de- 
posits. This made it possible for the 
commercial banks to lend profitably for 
the spread between what they received 
in interest from borrowers. This put a 
theoretical ceiling on the prime bank 
lending rate, and thereby substantially 
reduced the fluctuations, as well as the 
inflationary influences. 

The second development in the direc- 
tion of cheap money in the early ’30’s 
was the government’s embarkation on 
large Treasury borrowings to meet gov- 
ernment budget deficits. This called for 
low interest rates, and this pattern is 
still with us. 

A cheap money market reduces mate- 
rially the range of price fluctuations, 
and therefore the market risks in the 
fixed-income portion of the portfolio. 





BENJAMIN STRONG 


President, The United States Trust Company of New York 


Violent and rapid changes in the prices 
of long-term bonds, as well as preferred 
stocks, now appear less likely. Accord- 
ingly the balance of the list may be 
dealt with on a more flexible and con- 
structive basis. We all can recall the 
days of 6, 7, and 8 per cent prime bonds, 
to say nothing of the periods of 3 to 4 
per cent yields, and what this brought 
in the way of price movements. 


Stabilizing Factors 


Influence number two, it seems to me, 
is the changed character of the equity 
markets. The self-regulation of our stock: 
exchanges and the supervisory measures: 
taken by the Federal Reserve System 
and the Securities and Exchange Com- 
mission have sharply reduced the ex- 
cessive speculative influences that pre- 
vailed for so many years. 


Trust funds of all categories cannot, 
and must not, be subjected to violent 
and suddent price fluctuations brought 
on by unsound, speculative positions 
and manipulations. We, as investors, 
may be in a position to guard against 
broad price movements due to the 
varying complexities of our economy 
or to the changing character of a par- 
ticular industry or company; but we 
cannot cope with the contrivings of the 
gambling element that in years past 
often brought disaster to the conserva- 
tive investor. We now have a climate 
in which we can function in common 
stocks with reasonable expectation that 
we can buy or sell in a broad market 
of acceptable stability. 


Influence number three is the changed, 
more mature, aspect of American in- 
dustry. Corporate management now in- 
spires confidence; and its willingness, 
even eagerness, to discuss facts, figures, 
and policies with investors gives the 
opportunity for mutual understanding 
that never existed before. Furthermore, 
the financial position of industry is, 
for the most part, sound. 

In a sense, this big change alters the 
whole character of our business, and 
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should radically change our approach 
to investment problems and methods. In 
years past, we were largely investors in 
debt, usually protected by a mortgage 
or other secured position. For such in- 
vestments we have had services to pro- 
vide ratings of quality, and in many 
states, approved legal lists to protect 
us. In a number of states, New York 
for one, practically all wills and deeds 
written thirty or more years ago car- 
ried these restrictive legal clauses. How- 
ever, a gradual relaxation has come, and 
I would guess that in the future there 
will be very few trusts that do not carry 
broad investment powers. 


New Techniques Needed 


Obviously, these broad powers de- 
mand more skill, experience, and knowl- 
edge if they are to be successfully exe- 
cuted. The techniques used in super- 
vising any bond portfolio are far from 
adequate for handling a diversified list 
that includes a goodly percentage of 
equities. Perfunctory trust committees 
or those composed of officers and direc- 
tors having little financial and invest- 
ment experience may well be subjected 
to a critical eye. No matter how heavily 
the commercial banking side may pre- 
dominate, I am sure that every bank 
president realizes today that the trust 
department can never again be consid- 
ered a routine operation, a necessary 
evil, or a sideline. It must be recognized 
now as an operation that requires the 
very best talent and highest degree of 
knowledge available. 


Sources of information must be 
broadened. No longer is it possible to 
run a trust portfolio from the pages 
of a manual or a rating list. Investment 
officers must study industries and com- 
panies at first hand, or have available to 
them the réliable opinions of those who 
have this knowledge. Wise commercial 
bank management will encourage this 
type of approach and will open the 


doors, through its commercial customers 
and friends, to research and study by 
investment officers. To be dynamic, 
rather than stodgy and static, trust in- 
vestment policy must have a broad and 
constructive approach by us all. 


There are also certain responsibilities, 
not the least being to see that the cur- 
rent favorable climate in the equity 
markets continues. A reversion to past 
excesses and abuses would end conserv- 
ative investment in the equity market; 
so it behooves those directly involved 
in such markets and those who have 
supervision over them to see that con- 
servative funds can concinue to invest 
therein with confidence. If our markets 
can show that they have in truth “grown 
up,” there is almost unlimited opportun- 
ity for the investor, large and small, to 
enjoy the fruits of a constantly growing 
and improving American economy. 


Concern with Managerial Policies 


As important partners in the owner- 
ship of American industrial, commer- 
cial and financial corporations, we in- 
evitably take on certain responsibilities 
that we rarely had as bondholders. First, 
we have a responsibility for the manage- 
ment of these corporations. This takes 
us into waters that at times are rough 
and full of danger, especially when there 
is a contest for management control. 
The healthy broadening of equity own- 
ership has brought with it the tempta- 
tion and opportunity to seek proxy 
votes for the purpose of challenging 
existing boards of directors. Loyalties 
and interlocking connections and direc- 
torships must be weighed objectively. 
The best interests of the trust or invest- 
ment client will not always seem to co- 
incide with the best interest of the bank; 
the trust department must have the au- 
thority and independence to act accord- 
ing to its best judgment, no matter how 
the chips fall. Each trust estate has a 
separate entity and is beholden to no 


THE LOST GENERATION 


The stock market crash of 1929, the condemnation of bankers and 
brokers by the New Deal during the ‘30s and the existence of more 
attractive opportunities in industry all combined to divert young men 
from the trust business. Thus, it is no wonder you are having trouble 
finding that promising trust investment man between 30 and 45. 


We are filling this gap for many institutions. 


STUDLEY, SHUPERT & Co. 


INVESTMENT COUNSEL 


24 FEDERAL STREET 
BOSTON 10, MASS. 





900 PROVIDENT TRUST BLDG. 
PHILADELPHIA 3, PA. 








one; its rights are secure and definite, 
Too often the corporate executor op 
trustee has been left out of wills ang 
deeds because of the fear of losing 
independence and impartiality. Fortum’ & 
ately, the banking fraternity is now alive) 

to these dangers; and it’s up to us { 
convince the public of that fact. 











Today every section of the country 
has a part in our industrial productia 
Witness the tremendous growth of the 
West Coast in manufacturing and com. 
merce, of the South and Southwest 
where some of our greatest installations 
are unfolding. To me this means that 
the reservoir for equity investment js 
nationwide, that we must broaden our 
horizons beyond the situations at our 
own doorstep. 












Every section now has a common in. 
terest—the preservation and _ future 
growth of the industry and trade of 
this country as a whole. Every state 
must see to it that our government is 
sympathetic with our free industrial 
system and send to Washington as legis- 
lators and administrators those who 
understand and believe in it. The Fed- 
eral Government has, of necessity, be- 
come so involved in all facets of our 
economy that full confidence on both 
sides is essential. Any government iff 
Washington that is patently hostile t¢ 
business would jeopardize a large sharg 
of our trust investments by destroying 
the understanding and confidence t 
permits today’s tremendous growth ii 
production, research, and the techniquéf 
that increase output and earnings @& 
both labor and capital. 


We should have an audible voice is 


the big things going on in our natio 
for we are acquiring as investors thi 
right and duty to influence trends at 
events. We have emerged from complet 
absorption in debt and now have 4 
important position in ownership. If 
conduct ourselves objectively, with 
dom and integrity, our fiduciary busi 
ness will grow and prosper beyond o 
highest hopes. 




















AAA 


Stack’s Auctions Fine 
Collection 


Through another extremely fine publi 
numismatic sale, Stack’s of New York 
City has made available to the general 
collector an extensive group of rare and 
exceptional coins. 


The coins ranged from half cents up 
to and including silver dollars and pat 
terns; many of which were rarities of 
fered for the first time. Dates ranged 
from 1793 to 1875. 
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These three catalytic crackers dominate the skyline of our Lake Charles, 
Louisiana, refinery which normally processes 175,000 barrels of oil every day. 
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A Growth Company 





131 YEARS OF COMBINED TRUST INVESTMENT 


THE BEST-KEPT TRUST SECRET? 


PHILIP F. McLELLAN 


Vice President, Fifty State Street Company, 


OMMON TRUST FUNDS DATE FROM 

1823. This may be one of the best- 
kept secrets of the trust industry. In 
1823 the Massachusetts Hospital Life 
Insurance Company, the first company 
chartered to act in fiduciary capacities 
and the second oldest life insurance 
company in this country, solicited trust 
business. The corpus of each trust re- 
ceived was commingled in a common 
fund. This common investment fund was 
the forerunner of modern common trusts 
and of open-end mutual funds. 


This fund, begun 131 years ago, 
continues today in the form of Massa- 
chusetts Life Fund, an open-end fund 
still managed by the Massachusetts Hos- 
pital Life Insurance Company. The 
portfolio has seen many changes. In- 
vestment restrictions have been placed 
upon the trustee and later relaxed, but 


the commingled method of investment 
has met the test of time. Perhaps only 
in Boston could such a company de- 
velop, flourish and be active in busi- 
ness for over 130 years and yet remain 
relatively unknown throughout the rest 
of the country. 


The Three Eras 
The Massachusetts Hospital Life In- 


surance Company’s development falls 
into three stages. In the early years it 
experienced phenomenal growth; by the 
1840's it overshadowed all other bank- 
ing institutions in New England, even 
supplying substantial amounts of capi- 
tal to the other banks. By the mid-1830’s, 
the Massachusetts Hospital Life Insur- 
ance Company’s trust service had met 
with such unqualified success with Bos- 
ton’s wealthy families that it was “able 


View in the 1830's of 50 State St., home of the Company since 1823. Offices were upstairs 
in building to right of Old Boston Bank. 
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Boston 


to discontinue” advertising. After its 
early rapid growth, the Company be. 
came less aggressive. Trust assets stood 


at $7,457,601 by January 2, 1850. 


In the second half of the 19th century 
the Company had ceased to be a pioneer, 
For the next 60 or 70 years little effort 
was made to secure additional trusts, 
and the sale of life insurance and annui- 
ties remained a minor part of the Con- 
pany’s business. By 1949 total trust 
assets—all of which were invested in the 


commingled fund—amounted to slightly 
less than $12,000,000. 


In 1949 the development of the 
Massachusetts Hospital Life Insurance 
Company entered its third phase. At that 
time the common fund was qualified as 
a regulated investment company under 
the name of the Massachusetts Life 
Fund. Today, the assets of the Massa- 
chusetts Life Fund have grown to nearly 
$20,000,000. The Company continues to 
act as trustee for shares of Massachu- 
setts Life Fund and to carry out indi- 
vidual trust terms which appear on the 
face of each beneficiary’s Massachusetts 
Life Fund certificate. This, in itself, is 
a unique development within the mutual 
fund industry. Never before has it been 
possible for an individual to own a 
mutual fund which offered trustee ad- 
ministration of his shares through flex: 
ible, individual trust agreements. 


The Why and How of Company’ 
Origin 

The Insurance Company’s origin is 
closely linked to the founding and early 
history of the Massachusetts General 
Hospital, When this famous hospital was 
chartered in 1811, its founders, deeply 
concerned over what appeared to be 
certain deficits which would be faced 
in the early years, petitioned the Massa- 
chusetts General Court for a charter to 
sell life insurance to supplement their 
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revenues. Although the charter was 
granted, very little was known about 
life expectancy or management of in- 
surance companies in the early 1800's; 
and the Hospital was unable to form 
the insurance company. In 1818 the 
Hospital trustees obtained a charter for 
the Massachusetts Hospital Life Insur- 
ance Company, not only to write annui- 
ties but also to make contracts of any 
nature involving the lives of individuals. 
In 1823 it obtained from the General 
Court clarification of powers, specific- 
ally including the right to act as a corpo- 
rate trustee. The Hospital was to receive 
one-third of the Company’s net profits 
after certain fixed payments to Insur- 
ance Company shareholders. 

















Perhaps the most important factor in 
the Company’s early development was 
the selection of Nathaniel Bowditch as 
the Company’s first executive officer. He 
was the Nation’s leading mathematician 
and author of “The New American 
Practical Navigator.” which revolution- 
ized the art of navigation. Possessed of 
a creative mind, he concluded that if 
all trust monies were commingled in a 
single investment account, beneficiaries 
would receive the advantages of contin- 
uous investment supervision of their 
accounts, diversification of investment 
and reduced management expenses, in 
short, all the advantages now enjoyed 
by common trust fund beneficiaries and 
mutual fund shareholders. Bowditch 
developed a simple and effective book- 
keeping’ system for the new company 
and launched it in a direction which 
was to remain constant for many years 
to come. 





























His general plan was to commingle 
not only trust monies but also the capi- 
tal of the Massachusetts Hospital Life 
Insurance Company, and the reserves 
for annuities. This continued until 1949 
when the trust, annuity reserves and 
capital were separated. Over the years 
numerous investment limitations grew 
up, gradually decreasing the Company’s 
latitude in investment management. It 
was all too apparent in the 1930’s and 
40’s that these restrictions had to be 
modified for the investment of trust 
accounts. To meet this need Massachu- 
setts Life Fund (Mutual fund) was 
established. 












Some Prominent Beneficiaries 





The most famous investment handled 
by the Company over the years has 
been Benjamin Franklin’s bequest to the 
City of Boston. In 1790, Franklin be- 
queathed one thousand pounds sterling 
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A staff meeting: (1. to r.) George C. Cutler, Jr., J. William Leach, Jr., Philip F. McLellan, 
Kennard Woodworth, president, under painting of the Company’s first executive officer, 
Nathaniel Bowditch. Next is Augustus P. Loring, fifth generation descendant of Bowditch 
to sit on the Board of Directors, followed by Paul T. Litchfield and John H. Gleissner. 


“to the inhabitants of the town of Bos- 
ton” and provided that the income from 
his bequest should accumulate for two 
hundred years after his death. He 
further directed that, at the end of the 
first hundred years, part of the accumu- 
lation be expended for some public 
work for the benefit of Boston and the 
remainder accumulate for another hun- 
dred years to be put at “the disposition 
of the inhabitants of the Town of Bos- 
ton . and the Government of the 
State.” With respect to the management 
of his bequest, he wrote it “shall be 


managed under the direction of the 
Select Men, united with the Ministers 
of the oldest Episcopalian, Congrega- 
tional and Presbyterian Churches in that 
Town.” 

From 1791 to 1827, the managers 
chosen by Franklin used the money as 
a revolving fund to make loans to de- 
serving young artisans in accordance 
with Franklin’s instructions. It was 
Franklin’s intention that the original 
sum would “be continually augmenting 
by the interest.” In 1827, the managers, 
finding that Franklin’s goals were not 
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being fully realized, turned over the 
management of the bequest—the sum of 
$10,000—to the Massachusetts Hospital 
Life Insurance Company. This was sub- 
sequently increased by smaller addi- 
tional sums. From the income accumu- 
lated on this small amount, the Trustee 
has paid to the managers of the Frank- 
lin Fund $802,601.41. $328,940 was 
paid on January 17, 1894, shortly after 
the one hundredth anniversary of 
Franklin’s death, to establish the Frank- 
lin Technical Institute in Boston, with 
the balance still accumulating income 
to carry out Franklin’s wishes on the 
two hundredth anniversary in 1990. 


Other beneficiaries of Massachusetts 
Hospital Life Insurance Company Trusts 
include Daniel Webster, Harvard Col- 
lege and nearly all of the famous old 
Boston families. More recent benefici- 
aries have included labor unions, corpo- 
ration retirement plans, churches and 
charitable organizations, as well as in- 
dividual beneficiaries. 


The New Look 


Unquestionably, a new type of finan- 
cial organization has now been placed 
at the disposal of investment dealers, 
attorneys and trust officers. With 130 
years experience of Massachusetts pru- 
dent man rule trusteeship, the Com- 
pany’s new Fund offers investment man- 
agement to beneficiaries as well as a 
flexible trustee relationship at no addi- 
tional charge. 


Kennard Woodworth, President of 
Massachusetts Hospital Life Insurance 


Company, is one of the founders and 
the first national president of the Na- 
tional Federation of Financial Analysts 
Societies. 


Those who have questioned the 
strength and soundness of commingled 
funds may find an answer to their 
question in the long and distinguished 
history of the Massachusetts Hospital 
Life Insurance Company, with total 
trustee holdings of $19,531,500 as of 
September 30, 1954 invested as shown 
below: 


U. S. Gov’t & Canadian Bonds_$ 1,183,582 


Corporate Bonds 3,977,395 
Preferred Stocks _......._ 1,810,688 
Common Stocks —.____ . 12,384,344 


A contrasting portfolio of January 2, 
1850 illustrates the Company’s limited 
scope of investment opportunities avail- 
able in those early days: 


Loans—secured by real 
estate mortgages _________. $4,308,193.12 
Loans—secured by Stocks in 
Corporations including 
Loans to Corporations. 2,456,170.00 


United States Stocks —___ 113,091.03 
Massachusetts State Stocks 73,040.00 
City of Boston Water Loan. 159,071.25 

Stock in Pittsfield and North 
Adams Railroad — 100,000.00 
Old Colony Railroad Bonds 50,000.00 
ee meee a 55,000.00 
NE eek es 143,035.86 
$7,457,601.26 


One of the salient satisfactions in the 
long and honorable record of the or- 





IOWA'S LARGEST BANK 


Qualified by 86 years 
of experience to act in 
every recognized trust 
and corporate fiduci- 
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ganization is that, during the dismal 
days of the 1929-1933 depression, the 
investment performance was surprising. 
ly favorable, considering the length and 
severity of the decline in values. Records 
show that the maximum drop in the 
valuation of the Company’s “trust de. 
posits,” as the investments in the com 
mingled fund were then known, wag 
approximately 25% from January 1, 
1929 to the low point during the ’30s. 7 


A A A 


Putnam Plans Will Be 
Offered With Insurance 


The George Putnam Fund of Boston 
is about to make available in several 
states its regular plan for systematic 
accumulation of its shares in combina. 
tion with reducing group term life in. 
surance. The fund is the third mutual 
to make use of such insurance without 
advance payment of sales commissions. 
The investor may drop out at any time 
without incurring any penalty other 
than a small termination fee of one 
dollar. Cost of the insurance to be under- 
written by Continental Assurance Co. of 
Chicago and the United States Life In- 
surance Co. in New York will be $.75 
per $1,000 monthly of the unpaid bal- 
ance of the plan payments. 


Quarterly payments under this new 
arrangement for purchasing the Putnam 
Fund may be made at a minimum of 
$50 or maximum of $500, with comple- 
tion of a ten years’ total covered by the 
insurance in event of death. Fifty dol- 
lars is also the smallest regular amount 
that can be invested on a monthly basis 
with an upper limit of $166.67. 


The fund points out that the offer- 
ing of its shares with insurance is essen- 
tially an investment plan and should 
not take the place of any part of a 
person’s present insurance program. The 
combination plan merely provides that 
in the event of the investor’s death, his 
investment program will be completed 
for the benefit of his family. 


A A SS 


@ Virlyn Moore, Jr., trust officer of the 
Fulton National Bank of Atlanta, ad- 
dressed a joint meeting of lawyers, insur- 
ance agents and trust officers at Macon 
on October, discussing practical appli- 
cations of the new Federal Revenue Act 
to the drawing of wills and the admin- 
istration of estates. He also was a fea- 
tured speaker at the “Estate Planning 
and Taxation Institute” sponsored by 
the University ‘of Georgia at Athens, 
October 28th, discoursing on “Estate 
Planning for Georgia Families,” 


Trusts AND EsTATES 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


LL THREE OF THE MAJOR BASE 
metals, copper, lead and zinc, have 
in recent years reached a much higher 
level of consumption on a world basis 
as compared to the pre-war years. The 
United States by reason of being the 
largest single user of metals, and a 
major importer, is the dominant factor 
in world markets. After an easing of 
the world supply position of the major 
base metals in 1949, as a result of a 
moderaie decline in general business 
activity in the United States, there was 
again a return to metal shortages fol- 
lowing the outbreak of the Korean War 
in June, 1950. 

By mid-1953, the supply of base 
metals once more had become easier, 
with lead and zinc reaching a condition 
of considerable oversupply. Copper, 
however, aside from being used in larger 
tonnages than lead and zinc as a de- 
fense material, has been beset by in- 
terruptions to the regular flow of the 
metal which have deferred the antici- 
pated downward adjustment in price so 
acutely experienced by lead and zinc. 


Copper Strategic Metal in 
War or Peace 


Copper ranks as the leading world 
non-ferrous metal from the standpoint 
of both value and tonnage. The United 
States produces somewhat more than 
one-third of the world’s annual output of 
newly mined copper, and accounts 
roughly for about 40% of world annual 
consumption. 

During World War II, the United 
States was forced to import aout 40% 
of her primary requirements, and be- 
cause of the much higher subsequent 
level of peacetime consumption, has 
continued to import substantial ton- 
nages in the form of ore, semi-refined 
materials as well as in the refined state. 
The two largest sources of imports have 
been Chile and Canada. The greater part 
of Chilean pre-war copper production 
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was sold in Europe. The domestic mine 
output, excluding the war years, has 
shown only a moderate increase, with 
the bulk supplied by the large open-pit 
mines of the western states. Most of the 
moderate increase in world output has 
come from the Belgian Congo and the 
Northern Rhodesian mines. 

A very large part of annual supply 
is obtained from new and old scrap. 
New scrap is obtained in the form of 
clippings during fabrication and does 
not add to the actual new supply. The 
flow of old scrap, largely to secondary 
smelters, fluctuates in volume with con- 
ditions in the market. The secondary 
metal dealers are recognized for astute- 
ness in gauging the copper market. 

Stocks in the hands of the world 
major refiners increased during the lat- 
ter half of 1953 and reached a record 
high in March 1954 of 405,563 tons, due 
to a moderate decrease in demand and 
the accumulation of unsold copper in 
Chile. Despite cuts in production, the 
Chilean Government was holding out for 
a higher price than the going U. S. 
price of 30 cents per pound, after hav- 
ing obtained 36 cents for some time. A 
price reduction to below 30 cents ap- 
peared certain in view of the unsold 
mounting supplies. Mine production in 
the United States was consequently cut 
during the first quarter of 1954. 


Support Firms Market 


Following the signing of contracts in 
May 1954 with the Chilean Govern- 
ment, after a long negotiation by which 
the United States Government agreed 
to purchase for stockpile 100,000 tons 
ef Chilean copper at the U. S. going 
price of 30 cents per pound, the world 
market firmed up, consumers realizing 
that the anticipated break in prices 
would not occur. Cuts in domestic pro- 
duction made in the first quarter were 
soon restored, with the Chilean mines 
also increasing production. 


DYNAMICS OF INDUSTRY 


—____$—____- 


NON-FERROUS METALS 


STOCKPILING COUNTERS NORMAL 
SUPPLY-DEMAND FACTORS 


E. G. HEINBECKER 


Financial Department, 


America Fore Insurance Group, New York 


While over the intermediate period, 
barring greater intensification of world 
re-armament, the supply of copper 
should be adequate, the near-term posi- 
tion is tight as a result of mid-August 
strikes at a number of domestic and 
Chilean mines. 


Major domestic producers have held 
the price to 30 cents, although higher 
prices have been paid in the open 
market. The acute shortage abroad for 
nearby deliveries brought the London 
spot price to an all-time high on October 
5 when, at the morning session of the 
London Metal Exchange, the bid price 
was the equivalent of 38% cents U. S. 
funds. At this writing the U. S. equiva- 
lent for London copper is 34.25 cents 
for spot and 32.56 cents for 3 months’ 
delivery. The threat of a general strike 
at the Rhodesian copper mines is caus- 
ing the market fresh concern and sup- 
plies of copper for the United Kingdom 
are expected to continue short for some 
months. 


New Domestic Sources 


New domestic mines are coming into 
production as a result of the Govern- 
ment’s program during the Korean 
crisis for expanding the domestic supply. 
In the current year and in 1955 approxi- 
mately 250,000 tons of annual new 
domestic productive capacity is sched- 
uled and new projects are also under 
development in Canada and Africa. 


In the case of new domestic mines, 
certificates of necessity were granted 
to permit substantial capital write-offs 
over five years. Purchase contracts also 
were made at floor prices with escala- 
tion clauses under which certain ton- 
nages of copper can be “put” to the 
Government in the event of a lower 
open market price. The U. S. Govern- 
ment Defense Materials Procurement 
Agency also has a call on tonnages at 
floor prices or the market price, which- 
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ever is higher. The D.M.P.A. also has 
purchase contracts with established 
Canadian producers and a number of 
new mines coming into the picture. 


Two D.M.P.A. loans have also been 
made for tonnages of Rhodesian cop- 
per and cobalt, repayable by deliveries 
of the two metals at prices prevailing 
over the life of the contracts. Altogether, 
commitments for the U. S. stockpile 
amount to a total of about 1.5 million 
tons. 


The acute shortage which has de- 
veloped in the domestic market has been 
relieved to a considerable extent by de- 
ferment of deliveries to the U. S. stock- 
pile of tonnages corresponding to the 
estimated domestic production lost by 
strikes. 


Domestic copper consumption by 
fabricators is estimated at 1,275,000 
tons for 1954, as compared to 1,376,000 
tons in 1953, a decrease of about 7%. 
In view of the prospective increase in 
supplies, it is felt that copper cannot 
continue to sell indefinitely at the pres- 
ent domestic price of 30 cents and main- 
tain its competitive position with respect 
to other metals, especially aluminum. 


Increased industrialization and elec- 
trification on a world basis should con- 
tribute to continuing growth in the de- 
mand for copper, although over the 
intermediate term, overall expansion in 
mine capacity will have to be digested. 


Zine Finding Wider Application 
Concern over the supply of zinc dur- 
ing the Korean crisis induced our own, 
as well as some foreign governments, to 
offer long-term purchase contracts as an 
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incentive to open new mines, many of 
marginal grade. In the light of subse- 
quent events, these programs for ex- 
panding world production appear to 
have contributed to the present over- 
supply. Actually, a world surplus of zinc 
had begun to develop as early as 1951 
but was obscured because of Govern- 
ment allocation and price controls. 


The first easing in domestic supply 
occurred during the steel ‘strike of mid- 
1952. With no buying by the steel in- 
dustry during that period, the price of 
prime western grade zinc, which had 
held at the O.P.S. ceiling level of 19.5 
cents per pound, East St. Louis delivery, 
from October 2, 1951, began a down- 
ward spiral early in June, reaching a 
low of 10 cents in September 1952. 


Zinc continued to sell at depressed 
levels during all of 1953, with the price 
ranging from 13 cents in January to a 
low of 10 cents in September. Two fur- 
ther price cuts early in 1954 brought 
zinc down to 9.25 cents, from which it 
has recovered to 11.5 cents. 


During 1953 and this year to date, 
domestic production has remained at a 
reduced level in contrast to expanded 
production abroad. Imports in the form 
of metal and concentrates in recent 
months have been at a level below the 
all-time peak reached in 1953, but 
domestic stocks of zinc in all forms are 
still excessive. Monthly statistics on 
stocks, released by the American Zinc 
Institute, deal only with refined metal 
and hence do not report the amount of 
concentrates at smelters awaiting treat- 
ment, which is believed to be sizable. 


Domestic zinc producers have sought 


Photo from Revere Siar & Brass, Inc. 
New bull blocks which draw copper and aluminum tube at higher speeds and in longer 
lengths than by any previous methods. 


relief against excessive volume of im- 
ports through an increase in duties, in 
which they have been unsuccessful. 
Present duties on ore (zinc content) 
are 6/10 cents per pound and 7/10 
cents on zinc metal. Partial relief has 
been afforded by the resumption of pur- 
chases of both zinc and lead for the 
stockpile beginning in June, 1954. 


Increased Purchases 


In May of the current year, the Tariff 
Commission recommended an increase 
in import duties on both lead and zine. 
Instead of tariff relief, President Eisen- 
hower ordered a program of increased 
purchases of domestically produced lead 
and zinc and the acquisition of foreign 
origin lead and zinc for stockpile 
through exchange of surplus food stocks, 


It was indicated under the accelerated 
stockpiling program that in the current 
fiscal year ending June 30, 1955, up to 
200,000 tons of lead and 300,000 tons 


of zinc would be purchased. 


Deliveries to stockpile and a moderate 
pick-up in consumer buying brought 
stocks of unsold metal in the hands of 
smelters at the end of October to a 
thirteen-month low, with unfilled orders 
at the highest month-end level since 
March 1953. The pick-up in demand 
for zinc from industry reflects largely 
improvement in steel operations and in- 
creased purchases of high-grade metal 
for the production of die castings, wide- 
ly used by the automobile and major 
appliance manufacturers. 


Galvanizing—Diecasting Main 
Outlets 


Steel galvanizing operations repre- 
sent the largest single market for zinc, 
accounting for 403,000 tons or 41% 
of 1953 total domestic consumption. Its 
fastest growing market has been in die 
castings which in 1953 accounted for 
305,000 tons or 31% of total domestic 
consumption. This represents a very 
substantial gain over the 125,000 tons 
consumed in 1941 for this purpose, 
equal to 15% of the total. In the not 
too distant future the amount of zinc 
in die casting is likely to surpass the 
tonnage consumed in galvanizing opera- 
tions. 


Increased purchases for stockpile have 
resulted in a reduction in smelter stocks 
and further reductions should lie ahead. 
While these purchases provide tempor- 
ary relief to the domestic industry, the 
main solution of the industry’s prob- 
lems depends upon increased world con- 
sumption. 


TRUSTS AND ESTATES 








its 


im- 
Ss, in 
ssful. 
tent) 
7/10 
has 
pur- 
- the 


TES 


Photo from Anaconda Copper Mining Co. 
. 


Casting copper wire bars at Perth Amboy, N. J. The refined 
copper shapes are supplied to fabricators of copper products. A new 
casting plant will soon furnish 3,000 pound copper cakes. 





Lead Consumption Second to 
Copper 


Lead ranks fourth in volume of 
domestic consumption among the major 
metals after steel, aluminum and copper. 
Its wide range of industrial uses is due 
to a combination of certain unusual 
physical and chemical properties. The 
lead industry estimates that about 10% 
of consumption is because of its weight 
(lead has the highest specific gravity of 
any of the common metals); 30% be- 
cause of its softness, malleability and 
corrosion resistance; 25% because of 
its alloying properties and 33% for its 
chemical compounds. 


The domestic consumption of lead 
showed a substantial increase during the 
war years compared with prewar. From 
a yearly average of 619,000 tons dur- 
ing 1936-38, consumption rose to l,- 
077,000 tons per year during 1942-44, 
for an increase of 74%. The war-stimu- 
lated demand reflected the increase in 
established markets, but also its sub- 
stitution for more critical metals. 


Postwar, the use of lead had remained 
above the average of the war years ex- 
cept in 1949, when there was a decline 
in general business. Storage batteries, 
cable covering, oil refining and gasoline 
(principally tetraethyl lead) and con- 
struction represent the major markets 
for lead accounting for 60%-65% of 
the total average tonnage including 
secondary lead moving into consump- 
tion. 
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Major lead , vod- 
ucts for which in- 
dividual tonna,'‘e 
consumption is lis, 
ed are litharge, sol- 
der and antimonial 
lead. Litharge is 
used in storage bat- 
teries, ceramics, 
chrome pigments, 
varnish, rubber and 
floor coverings. Sol- 
ders are also among 
the essential uses. 
The addition of an- 
timony hardens lead 
so that it resists me- 
chanical injuries 
and abrasion to a 
greater extent than 
pure lead. Antimon- 
ial lead is used in 
cable coverings, cast 
grids for storage 
batteries, castings 
and bearing alloys. 
Because of its ex- 
ceptionally high re- 
sistance to sulfuric acid and sulfur com- 
pounds, a considerable tonnage of sheet 
is used in lining tanks to handle sulfuric 
acid as well as in ancillary pipes and 
fittings. 


Meeting Competitive Forces 


While lead has lost ground to other 
metals and plastics in a number of long 
established markets, such as in the white 
pigment field, in cable sheathing and in 
foil, some new markets have been de- 
veloped the most important of which is 
tetraethyl lead for motor and aviation 
fuels. In 1953, 158,000 tons of tetra- 
ethyl lead were consumed, accounting 
for 13.75% of the total as compared to 
30,000 tons or 4.5% in 1939. This grow- 
ing demand has about offset declines 
elsewhere. The higher over-all consump- 
tion compared with prewar years re- 
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flects the larger tonnage requirements 
for storage batteries, chemical construc- 
tion, bearing metal, solders and in a 
wide range of miscellaneous uses. 


One of the smaller current uses of 
lead which has prospects for consider- 
able growth, is in radiation shielding 
where weight is an important factor, as 
in submarine construction. 


As in the case of the other major 
metals, a substantial tonnage is re- 
processed for further use after having 
fulfilled its original purpose. Secondary 
lead is an integral part of the total lead 
structure and in volume secondary or 
scrap lead recovery has averaged about 
36% of the total amount of lead avail- 
able, including imports. The secondary 
smelter uses the primary lead price as a 
base to which a smelting charge is ap- 
plied, which varies with the strength of 
the lead market. 


The large annual return of scrap re- 
flects the indestructible nature of lead 
and the large tonnage which goes into 
non-dissipative uses. The largest single 
source is automotive batteries where 
about 80% of the lead used is returned 
to the market wihin two to three years. 


With the exception of the current 
year and in 1953, lead and zinc prices 
over a long period have shown a close 
relationship. At times zinc has sold for 
more than lead. The much wider recent 
price divergence reflects largely the 
stronger supply-demand picture for the 
latter, a situation which is expected to 
continue in the future, since the expan- 
sion of world mine production of zinc 
has been greater than that of lead. With 
relatively few exceptions, the two metals 
occur together, but the zinc content of 
most deposits runs considerably above 
that of lead. Costs of production have 
increased substantially in all areas over 
the prewar level, but foreign producers 
because of lower wage scales have an 
advantage over our domestic mine op- 
erators not fully offset by our existing 
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low import tariffs. The present duty on 
pig lead is 174 cents per pound; on lead 
ores (lead content) 34 of a cent. Pur- 
chases of lead for stockpile have brought 
higher prices both in domestic and for- 
eign markets. 


Over the long term it is felt that the 
lead consumption will continue to grow, 
but as in the case of copper and zinc 
also, at a much slower pace than for 
aluminum. 
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Massachusetts and Federal 
Common Trust Fund 


Regulations Compared 


The Fiduciary Committee of the 
Massachusetts Bankers Association has 
dawn up a Memorandum outlining the 
fundamental differences between the 
Common Trust Fund Statute and Reg- 
ulation F of the Federal Reserve. The 
purpose of the Memorandum was to de- 
termine what clarifying legislation, if 
any, would be needed to bring the two 
in line. Excerpts from the Memorandum 
are quoted below. 


The question now arises as to whether 
it is desirable to seek an amendment to 
the Massachusetts enabling act in order 
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Photo from Anaconda Copper Minin. , 


General view of Yerington mine, Nevada, showing open pit mine in center, mill buildings 
(upper right), and company built village for workers (upper lift). 


to make it conform more nearly to 
Regulation F.... 


Items that are at Variance with Regu- 
lation F: 


1. Capacities Authorized. Massachu- 
setts: Common Trust Fund limited to 
trustee, guardian, or conservator. Fed- 
eral: Common Trust Fund permitted in 
any case where bank is a fiduciary, 
which, of course, includes executor and 
administrator in addition to the capaci- 
ties authorized in Massachusetts. 


8. Notice to Beneficiaries. Comment: 
Massachusetts is the only state which 
permits the beneficiaries of a trust to 
have veto power over whether or not 
the trust is invested in the Common 
Trust Fund. It would seem that the 
issue here is one of public relations be- 
tween the bank and the beneficiaries. 


4. Consent of Co-Fiduciary. Com- 
ment: Only Connecticut, Massachusetts, 
New Jersey and New York provide that 
the co-trustee may insist on separate 
investment. 


5. Allowance of Accounts. Comment: 
The Enabling Acts of most states pro- 
vide that the trustee may secure allow- 
ance of his accounts in the court of 
proper jurisdiction. New York has ela- 
borate provisions requiring accountings 
while Pennsylvania, which has by far 
the greatest amount of common trust 
fund assets with most funds operating 
since 1941, has no provision in its en- 
abling act with regard to accountings 
and none of the Pennsylvania institu- 
tions has seen fit to seek court allowance. 


6. Time for Completing Transactions. 
Comment: Originally Federal Reserve 
Regulations provided for 2 business days 
and the Massachusetts statute copied 
this administrative provision. In 1945 
the Federal Reserve Board amended this 
provision and extended it to 7 business 


days to give additional time to determine 
the unit values and complete necessary 
bookkeeping. 


7. Investments Readily Marketable. 
Comment: Massachusetts is the only 
state which specifically limits invest- 
ments of common fund to readily mar- 
ketable securities. If a corporate trustee 
does not wish to purchase real estate 
mortgages little harm is done by this 
provision except that there are occa- 
sionally technical doubts involved when- 
ever there is an item like U. S. Savings 
Bonds, Series G, or perhaps U. S. Treas- 
ury Investment Series B due 1980-75. 


9. Basis of Participation Limit. 
Massachusetts: The participation limit 
is defined in terms of market value of 
the interest in the Common Trust Fund. 
(Sec. 7). Comment: Originally the Fed- 
eral regulation provided market value as 
the basis for fixing the participation limit 
. . . the provision was reworded to take 
out the reference to market values. In 
Massachusetts we must comply with the 
participation limit considered in terms 
of both book and market values. 


10. Minimum Participation. Massa 
chusetts: “No participation in a common 
trust fund shall be acquired ... or as 
would result in an inter vivos trust cre- 
ated after the date of said declaration 
of trust having a participation in com- 
mon trust funds of a total value of less 
than four thousand dollars.” (Sec. 7.) 
Comment: It is understood that this 
requirement was supported by repre- 
sentatives of the Massachusetts Savings 
Banks. No other state has any similar 
provision. Because of minimum fees, 
most trusts below this limit are uneco- 
nomic. However, under some circum- 
stances where a trust splits up into 
small shares on its terms, it is often 
desirable to be able to use the Common 
Trust Fund. 
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ECONOMICS OF CAPITAL 


in Business Advertising 


“Today’s gasoline is the greatest value 
ever” announces the illustrated ad of the 
American Petroleum Institute which ex- 
plains that “recently released figures 
based on U. S. Bureau of Labor Statistics 
data show: In 1925 it took 24 minutes 
working time to buy a gallon of gasoline; 
in 1935 — 21 minutes ... and today 
only ten minutes of working time. 
Figures include gasoline taxes, which are 
up over 250% since 1925.” Besides this, 
“today’s gasoline is at least 50% better 
than it was in 1925.” The ad explains 
that “the low price and high quality of 
today’s gasoline are the direct result of 
the continuous competiton for the motor- 
ist’s business among thousands of oil 
companies ... another example of the 
way America’s competitive business sys- 
tem works for all of us.” 


On this same theme of lessening gaso- 
line costs. for the consumer, Ethyl Cor- 
poration makes a different kind of “then 
and now” comparison by saying that 
“You can feed two hundred horses for 
25 cents!” The horses are vividly pic- 
tured in action, and the text comments 
that “in Grandpa’s day only the very 
well-to-do could afford more than one 
carriage horse” but “Today you have in 
the engine of your modern car better 
than a hundred horsepower — with some 
cars developing 200 HP or more! You can 
drive one of these 200 HP cars nearly 
twenty miles on a gallon of gasoline, and 
it will cost you only about twenty-five 
cents (exclusive of taxes).” The ad ex- 
plains how capital makes this possible, 
saying, “Oil companies have spent mil- 
lions of dollars on new and better re- 
fining processes to give you continually 
better gasoline. And keen competition 
among thousands of oil companies has 
held down the price.” 


“How far ahead of Edison are you?” 
inquires a joint ad of Electric Light and 
Power Companies, picturing Edison 75 
years ago watching the burning of a 
single bulb, in contrast to 28 different 
ways in which the householder of today 
uses electricity. The text explains that 
“You’re putting more new electrical 
‘servants’ to work year after year. That 
means you’re going to need still more 
electricity. The nation’s electric light and 
power companies are building for that 
additional electric power you'll want. By 
1965, consumers will be using twice as 
much as they do today. No matter how 
far ahead of Edison you are — today or 
tomorrow — you'll have all the low-price 
electricity you want. America’s electric 
light and power companies will continue 
to provide plenty for home, farm and 
industry. That’s why there’s no need for 
the federal government to increase the 
public debt by building more unnecessary 
power projects.” 


1034 


American Petroleum Institute 


A campaign for a strong America is 
presently being waged in the advertising 
of Warner & Swasey. “Nero in a modern 
suit” recalls the experience of European 
countries and comments, “We are already 
defeated by numbers — hundreds of mil- 
lions of numbers. Only American ma- 
chines and American spirit to use them 
well can make us match those millions. 
But we’d better get the machines and 
revive the spirit before it is too late.” 
While the cooperation of capital and labor 
for production is here implied, unfor- 
tunately it is not spelled out for the 
reader. 


The economic function of banking — 
particularly as it applies to business 
loans — is set forth in recent ads by two 
New York banks. The National City Bank 
ad concentrates on the airlines on which 
last year “32,000,000 people bought over 
a billion dollars’ worth of plane 
tickets . . .” Citing the expansion of the 
industry at both ends of the speed range 
— stratocruisers and helicopters — the 
ad states that “Airlines require large 
sums to keep pace with these develop- 
ments — today’s passenger planes cost 
over $2,000,000 compared with just 
$400,000 ten years ago... National City 
has been a leader in bringing sound fi- 
nancing and fast world-wide banking 





” 


services to airlines.” The picture of g 
gold watch, a globe and a plane super. 
imposed on a background tapestry map 
is both symbolic and eye-catching. 


Chase National Bank’s ad pictures a 
model village with a bank building about 
to be added and exclaims, “Now watch 
the community’s money go to work!” 
The ad points out that a community needs 
a source of available money in order to 
get a market place, schools, places of 
worship, roads, utilities, and other insti- 
tutions and services essential to health 
and welfare. It explains how banks “ad- 
vance mortgage money for newcomers, 
help old settlers to expand, and assist 
in obtaining the funds needed for schools, 
highways and other public improvements. 
Most important of all, they put the com- 
munity’s money to work locally. That 
means a great deal because wherever 
money works men and women work, too 
... better living and a wider opportunity 
for all.” 


A AA 

Bank to Administer Educational 
Trust 

A former Roanoke business man, 


Frank E. Page, who died in June, left 
most of his estate in trust with the Moun. 
tain Trust Bank to establish educational 
scholarships. His will, after making am- 
ple provision for a son, reads: 


“The balance of the principal of my 
estate shall be held by my said Trustee 
in Trust perpetually and the income not 
expended as above provided, used for the 
College education of certain deserving 
boys and girls who shall be graduated 
from the Public High Schools of Mont- 
gomery County, Virginia. 

“The beneficiaries of this trust shall 
be chosen from time to time by a com- 
mittee composed of the Superintendent 
of Schools of Montgomery County, the 
Judge of the Circuit Court of Mont- 
gomery County and a representative 
designated by the Trustee. 


“The selection of the beneficiaries, the 
decision as to the amount to be expended 
for each, and the period over which the 
assistance is to be given shall rest solely 
in the discretion of the said Committee 
and it may direct my said Trustee to al- 
low the income to accumulate from time 
to time in order to carry out the pur- 
poses of the trust to the best advantage.” 


It is estimated that when the estate is 
finally settled, perhaps next July, the 
trust will approximate three-quarters of 
a million dollars. 


A A A 


e John B. Jessup, president of Equitable 
Security Trust, Wilmington, Del., pre- 
sented a gold watch on October 29 to 
Samuel H. Carothers, assistant trust of- 
ficer, in recognition of twenty-five years 
service with Equitable Security. 
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ECONOMIC FILM IN SCHOOL 


A film discussion program — “In Our 
Hands” — designed to help high school 
students understand the American eco- 
nomic system is being routed for a sec- 
ond year to Connecticut high schools by 
the Connecticut Bankers Association. 
Last year the Association rented the 
film and underwrote all costs, but now 
has purchased it. The program, original- 
ly prepared by Inland Steel and Borg- 
Warner for their own employees, has 
been shown widely in industry and in- 
creasingly in schools. The CBA secured 
the film for 7500 students last year with 
an enthusiastic response and requests for 
additional showings which resulted in 
a 1954-5 schedule of 38 schools in 33 
communities. 


LATIN AMERICAN TRUST FUND 


A group of five Latin American in- 
surance companies have set up a trust 
fund in the United States to insure pay- 
ment in dollars of premiums and claims 
on them by United States and Canadian 
holders of fire and allied line insurance 
policies. The fund, now amounting to 
more than $375,000 is placed with the 
Marine Midland Trust Co. of New York. 


ANNUAL REPORTS WIN UNDERSTANDING 


The vital function of the corporation 
annual report in gaining “understanding 
partners for American business” was dis- 
cussed in a recent address by Dr. Albert 
K. Chapman, president of Eastman 
Kodak Co. in a New York city address 
on the occasion of Eastman Kodak’s 
receiving the gold oscar for the best 
report in the tenth annual competition 
sponsored by Financial World. For the 
fourth year Girard Trust Corn Exchange 
Bank, Philadelphia, won the trophy as 
the best of all financial institutions, that 
award being accepted by Robert H. Wil- 
son, vice president. 


SHAREHOLDERS OPINION SURVEY 


The results of Ferro Corporation’s 
opinion survey of 3,600 shareholders 
have been published in a booklet for the 
benefit of the surveyed group as well 
as of management. Returns were re- 
ceived from 1,375 shareholders or 37.5%. 
Results were analyzed by Case Institute 
of Technology, Cleveland. Some of the 
questions and answers were: 


a) Upon whose recommendation did 
you rely when you originally acquired 
Ferro stock? Ans. 21% friends or rela- 
tives; 34% broker, investment counsel 
or bank; 17% financial services or pub- 
lications. b) Which, if any, of the fol- 
lowing factors influenced your first de- 
cision to buy Ferro stock? Ans. 66% 
long range growth possibilities; 16% 
regularity of income; 9% speculation. 
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Regarding company financial policy, 60% 
were satisfied with a policy of mixed 
cash and stock dividends; 41% thought 
that development programs should be 
financed by sale of additional common 
stock. Among the individual stock- 
holders, 40% were in the over $10,000 
a year income bracket, 32% between 
$10,000 and $5,000. 


LABOR BOARD REFUSES UNION DEMAND 
FOR COMPANY Books 


A National Labor Relations Board rul- 
ing has filled an important gap in wage 
negotiation procedures, according to 
Commerce Clearing House, upholding an 
Arkansas lumber company in its re- 
fusal to permit a union to examine com- 
pany books after it had turned down a 
plea for higher wages because of claimed 
inability to pay. The important factor 
was the Board’s statement that: “The 
company fulfilled its twin obligations of 
explaining the reasons for its position, 
and of supplying sufficient information 
to the union to enable it to bargain in- 
telligently on the economic issues.” 


An employer’s refusal to furnish any 
information as to the company’s ability 
to pay generally has been held to be bar- 
gaining in bad faith. The Arkansas com- 
pany gave the union a statement of the 
company’s net earnings for the previous 
year, and explained that lower prices on 
lumber and previous wage raises had 
almost eliminated profits, and offered to 
have the facts checked by a certified 
public accountant. 


CCH points out that the exact extent 
of an employer’s duty to furnish infor- 
mation is not yet clear, and suggests that 
the holding should be used with caution 
since the determination of good faith in 
bargaining rests largely upon the cir- 
cumstances in each case. 

A A A 


Spice and Lace in Banking* 


Without the spice and lace in banking 
it would truly be a dull field of en- 
deavor. We associate the spice with that 
part of life that interests, intrigues, or 
provides keen enjoyment, making a more 
interesting experience . . . The lace in 
life comes from the finer things, the more 
pleasant experiences and the nicer asso- 
ciations, somewhat adorning the basic 
and fundamental factors of operation... 


There seems to be no better place to 
begin adding spice and lace than the 
inside of the bank. The larger percentage 
of bank workers are women, therefore 
we cannot ignore the need to design our 


*Excerpts from an article in the September 1954 
Southern Banker by Elsie Parker, trust officer, 
secretary and director of Southern Trust Co., 
Clarksville, Tenn. 


training program to fit their needs too. 
Women are entitled to know that they 
do have opportunity and room for ad- 
vancement other than a clerical worker. 
They should know there is a future in 
this profession for them ... The person- 
nel is the mirror that reflects our bank 
to the public and we should be even more 
alert to our recruitment program and the 
training or orientation they receive ... 

Rally days, brass bands, free ice cream 
and the like are fine and do a job, but 
I am thoroughly convinced that best re- 
sults come from consistent little favors, 
courtesies and deeds of helpfulness. Ex- 
pensive entertainment has its place but 
many people respond quicker to little 
courtesies as they do not feel they are 
being bought for a price... 
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GUIDING RULES AND PRACTICES 
| for ey ie SF" Department 


ROY M. HUFF 


Vice President and Trust Officer, National Bank of Tulsa, Oklahoma 


© MATTER HOW SMALL OR HOW 

large a trust department may 
be, there are various things to be 
done, such as estate planning, in- 
vestment analysis, accounting, tax work 
and customer development. Statistics are 
often misleading: they include well 
operated and poorly operated depart- 
ments. Thus, to equal the average is 
hardly enough; each department should 
analyze itself. 


The head of a trust department, re- 
gardless of the size of the department, 
should never be an officer in the com- 
mercial department of the bank. When 
he acts in such dual capacity, he is too 
much in the situation of a person who 
is umpiring a ball game in a small town 
where his home team is one of the par- 
ticipants. There are always times when 
the trust officer must take a stand, and 
he should be on only one side of the 
table. This is true from the head of the 
department down to the stenographers. 
When there are dual rseponsibilities, 
conflicts arise, either in the employees’ 
minds or between department heads, and 
training employees to perform trust 
duties will be difficult. If a trust depart- 
ment is so small that it requires only a 
trust officer and a stenographer, they 
should be independent of other types of 
work. 


As soon as possible, the head of a 
trust department should relieve him- 
self of detail work, and spend his time 
in thinking, planning and acting in the 
development of new business for his de- 
partment. 


It is difficult for a small department 
to interdepartmentalize the different 
functions, such as probate and trust ad- 
ministrations, investments and tax work, 
on the other hand, coordination and 
follow-through may be more prevalent; 
the loose ends may be pulled together 
more efficiently. Assuming the small de- 
partment has such an individual or in- 


From address before 28rd Mid-Continent Trust 
Conference, Nov. 5, 1954. 
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dividuals, foresight is necessary to take 
care of situations when they take vaca- 
tions, are sick or even die. There should 
always be someone in training to replace 
the department’s head man. 


Trust and Investment Committees 


Regulation F promulgated by the 
Federal Reserve Board defines the make- 
up and duties of the Trust Committee in 
the operation of a trust department of 
a national bank. Even though local 
statutes do not so provide, trust compan- 
ies operating under state charters should 
voluntarily follow such procedure. 


Only those directors and officers of 
the bank should be selected who are 
willing to be present at the meetings and 
to unselfishly perform their duties. By 
unselfish, I mean particularly as be- 
tween the bank and the welfare of the 
trust department. At the outset this in- 
volves the approval of acceptance of 
trust business. In the small trust depart- 
ment, it is more likely than not that the 
proposed trust business is offered by a 
man who is well known to the bank 
and the committee. Sometimes it is 
business which should be refused. Too 
often it is accepted merely because of 
the bank account carried, or the prospect 
of such an account. When it is accepted 
solely on this basis, sooner or later the 
trust department will be in trouble. 


In the smaller, as well as in some 
larger institutions, only one committee 
is appointed and acts as both a trust and 
an investment committee. The head of 
the trust department should always be 
in a position to brag about the commit- 
tee. 


Before a sale or investment is author- 
ized by the committe, an analysis of 
the trust account should be made with 
a recommendation from the head of the 
trust department. Extensiveness of the 
analysis will depend to some extent on 
the nature, purpose of the trust, and 
proposed action. The trust committee 


should never be asked to pass on an iso- 
lated matter without knowing the entire 
story. Briefly, the analysis should show 
whether the trust is revocable or irre- 
vocable, if the bank is sole or co- 
trustee, if consent of some third person 
is required, size of the trust when ac- 
cepted and presently, average income 
when established and currently, needs of 
the beneficiaries, a list of the present 
investments with cost, yield-to-cost and 
present yield. It should also show in- 
vestment limitations, if any. 


Investment Data and Records 


The department head should have 
specific recommendations. Naturally the 
smaller, and even some large banks, 
cannot or do not have an adequate in- 
vestment research division. There are 
several things that can be done. Con- 
tacts can be made with one or two big 
city banks who maintain large invest- 
ment research divisions and_ usually 
welcome correspondent bank inquiries. 
Sometimes they make available a month- 
ly list of securities which are helpful in 
preparing your own list. But be sure this 
“preferred” list is not taken — by bank 
or court or beneficiary — to be exclu- 
sive. Rather it is a guide and suggestive 
of frequently useful securities. 


Such services as Moody’s or Standard 
furnish reports and recommendations 
on specific securities, and can be ob- 
tained at reasonable cost. The Wall 
Street Journal, Financial Chronicle and 
other financial papers are available. 
However, the committee should not 
blindly follow such information, it must 
make up its mind independently, fol- 
lowed by a motion or resolution, per- 
manently kept in a minute-book. It would 
be wise also to keep a file labeled as 
to date, containing the information or 
reference and copy of analysis, in case 
of being called on to explain why some 
thing was or was not done. 


Aside from sales for cause or invest- 


TRUSTS AND ESTATES 


el 
Vv 
ay 
or 
ple 
pos 
whi 
of « 


a 8 


suff 
telli 
foll 


j hea 


rect 
the 
giv 
cha 
and 
the 
the 


larg 
ing 
sho 
met 
of | 
mos 
witl 
cau 
acct 


: OF 


tion 


to c 
evic 
the 

adn 
boo 
som 
fer 


be « 
ues. 
whi 
stan 
carr 
ledg 
ence 
ing 

tern 
port 
mitt 
sale: 
gott 
desi 


shee 
corr 
shot 
State 
refe 
desc 
amo 
rate 


Noy 





n iso- 
entire 
show 
irre- 
r CO. 
erson 
n ac- 
come 
ds of 
resent 
t and 
w in- 


ds 


have 
y the 
anks, 
te in- 
> are 
Con- 
o big 
nvest- 
ually 
iries. 
onth- 
ful in 
e this 
bank 
»xclu- 
estive 


:dard 
{tions 
> ob- 
Wall 
> and 
lable. 
not 
must 
 fol- 
per- 
vould 
das 
n or 
case 
ome- 


ivest- 


TATES 





ment of funds, each account should be 
reviewed by the committee at least once 
a year, to determine advisability of sale 
or retention of any assets held. A com- 
plete anlaysis must be made for this pur- 
pose. Some institutions have a form 
which may be filled in with a minimum 
of effort. 

The committee should have before it 
suficient information to make an in- 
telligent decision without necessarily 
following the recommendation of the 
}head of the trust department. It is 
recommended that one membership on 
the committee be rotated annually, to 
give the entire board of directors a 
chance to become familiar with the work 
and care of trust matters, as well as 
the responsibilities of the directors and 
the bank. 


















Operations System 

If the size of the department is not 
large enough to justify a trust account- 
ing machine, typewriter bookkeeping 
should be used. Even in a small depart- 
ment, the ledger sheet and ticket type 
of bookkeeping, which is prevalent in 
most large institutions, should be used, 
with perhaps some modifications, be- 
cause it has or will have some large 
accounts. The system can be contracted 
or enlarged at will with no complica- 
tions. 

Any system used should be submitted 
to counsel to ascertain its sufficiency for 
evidence in court. In most jurisdictions, 
the ledger of original entry is the one 
admissible, but modern machine trust 
bookkeeping has caused the courts in 
some cases to adopt concepts which dif- 
fer from the rule. 

Where possible all trust assets should 
be carried on the books at taxable val- 
ues. If this is not feasible, the amount 
which will be important from a tax 
standpoint should be so designated and 
carried in the heading of the particular 
ledger sheet. This provides ready refer- 
ence when making up returns or furnish- 
ing tax information to beneficiaries at 
termination of trusts, and will be im- 
portant information for the trust com- 
mittee when reviewing and deciding on 
sales. If not so carried, it may be for- 
gotten, or each time the information is 


desired, old files will have to be checked. 


When heading up each asset ledger 
sheet, care should be taken to describe 
correctly the asset. A stock description 
should give the correct corporate name, 
state of incorporation, type of stock and 
reference to any conditions. A mortgage 
description should contain original 
amount, present amount due, term and 
rate, together with the original date 
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and recording data. This applies to any 
other type of asset. It will save many 
trips to the vault or books. Posting trans- 
actions should have uniformity. Similar 
transactions should be described the 
same way. If they differ, the auditor or 
other person checking the books will 
be confused or may assume the trans- 
actions to be different. Abbreviations 
should seldom be used, but when they 
are used, should always be the same. 


Tickets made out for posting should 
be made by a different person from the 
one doing the posting, usually by the 
person most familiar with the transac- 
tions as there is less likelihood of incor- 
rect data. 


No person should ever go to the trust 
vault alone. A ticket, made out in dupli- 
cate showing what is desired, should be 
approved by a trust department officer 
and at the vault another officer of the 
bank or vault custodian should be pres- 
ent. One initialed copy should be sent 
to the audit department, or preserved by 
a commercial officer for the bank audi- 
tors. No check should be written and no 
posting made without a ticket, approved 
by a trust department officer. 


Trust fund checks should have joint 
signatures by persons approved by the 
board of directors. It is of little benefit 
if a person who does not know anything 
about the transaction signs a check. If 
he doesn’t know, he should ask ques- 
tions. 


The ledger and income sheets, plus in- 
vestment and cash sheets, may be pho- 
tostated and used for accounting to 
court or beneficiaries. The cost is not 
great and will save considerable time, 
and be accurate. Care should be taken 
that the beneficiaries understand the 
method, either by personal explanation 
or by letter of transmittal. 


Original documents should never be 
left in the files. When the trust is set up 
a copy or photostat if possible, should 
be kept in the files and the original put 
under vault control. 


In the filing system — the heart of 
any trust department — each trust’s ma- 
terial should be segregated, such as a file 
for legal papers, correspondence, tax 
matters, investments, accounting, etc. 
Here again, uniformity is absolutely nec- 
essary to save time. 


The thing that will likely embarrass, 
if not be costly to the trustee, is failure 
to do something on time. An adequate 
tickler or calendar system should be set 
up at once and carefully watched and 
tickled far enough in advance for the 
work to be done. 
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Taxation 


The trust officer should be versatile, 
but to expect him to have expert, up-to- 
date knowledge of tax law along with 
knowlege of administration, of invest- 
ments and accounting, and to wedge in 
public relations, is expecting too much 
of one individual. He can and must have 
a working knowledge of taxation. In the 
normal case, no particular problem will 
arise, but so few tax matters are normal. 
There is no answer except for the trust 
officer to qualify himself by study. 
Should he employ a tax expert? If the 
will or trust agreement does not so pro- 
vide, care should be taken, for the cost 
or expense may be surcharged. Isolated 
cases have held that the executor or 
trustee must refer such matters, includ- 
ing preparation of returns, to the attor- 
ney for the estate or trust, especially the 
estate as distinguished from the income 
tax return. The difficulty is that so few 
attorneys claim to qualify as tax experts, 
or desire to. If the ruling that the at- 
torneys for estates or trusts must do the 
tax work becomes general, attorneys who 
expect to represent estates and trusts 
must also qualify as tax experts. Gener- 
ally, the bar has never questioned the 
right of an executor or trustee to employ 
accountants with knowledge of tax mat- 
ters to make returns, and such practice 
is recommended. 


"New Business Development 


The small department has a distinct 
advantage over the large institution 
when it comes to new business and cus- 
tomer contacts. The customer is always 
vitally interested in the men of a trust 
department who are going to handle his 
affairs. Customers prefer to talk to those 
men, than to a new business representa- 
tive. The head of a small trust depart- 
ment should set aside a certain period 
each day or week to make calls. He can 
probably accomplish more than if the 
bank hired a new business representa- 
tive. 


The first place to go is to the attor- 
neys; invite them to lunch occasionally, 
offer to help the bar association. Let all 
attorneys understand that you are not 
drawing wills and trust agreements and 
not giving legal advice; that all you are 
doing is trying to do a good job as ex- 
ecutor and trustee. Eventually they will 
appreciate your part in estate admini- 
stration. Properly handled insurance 
men become new business development 
men, not only for the trust department, 
but also for the attorneys. It is believed 
that the three groups, attorneys, insur- 


ance underwriters and accountants, 
should receive first attention. Without 
their support, all the work you do with 
the prospect or customer may be wasted, 

Another approach is setting councils 
for the three groups and the trust officers 
of your community, with weekly or 
monthly meetings at which methods of 
estate planning are discussed. One very 
practical method, if not too technical, 


is to select a recent text on estate plan. | 
ning and make a real study course, | 


Where it has been tried attendance has 
been good, and the necessity of each 
group becomes more apparent to the 
others. 


Women are becoming more interested 
in estate planning and can become quite 
a force in creating interest of the hus. 
bands. Forums are inexpensive, with 
lecturers coming from banking friends, 
life insurance men and nearby colleges, 
usually at no cost except possibly ex- 
penses. 


Newspaper advertising is always good 
and the money is thought to be well 
spent. Mailing pieces or booklets are 
considered worthwhile; however, the 
usual prospect recognizes that such ma- 
terial is prepared elsewhere so it should 
be highly personalized. It is believed to 
be better for the president or trust of- 
ficer of the bank to send out short per- 
sonalized letters periodically. Constant 
efforts along this line will either bring 
the customer in voluntarily, or put him 
in a receptive frame of mind for a call. 


The members of the trust committee 
should have wills naming the bank as ex- 
ecutor, then all other members of the 
board. The trust department should not 
be placed in a most embarrassing posi- 
tion when one of the members mentioned 
dies and it becomes public information 
that he did not at least name his bank a 
co-executor. For this to happen leaves 4 
scar which will last a generation. 


If you have a problem on costs and 
charges you may submit your question 
to the ABA Trust Division committee. 
There is the problem of what your com: 
petitor does, but if your competitor does 
the work free or for a minor charge, 
there is no reason for you to do the 
same. If the trust officer succumbs to re 
quests by a commercial officer to give 
preferential treatment to a friend or ctt 
charges for a good depositor, the trust 
department, if it survives, will become 
very anemic. 
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Financial Relations 
(Continued from page 1009) 


nent data. How often it should be re- 
vised will depend on the conditions 
surrounding the company.” 


The desk of the financial news editor 
of any leading newspaper is a reception 
center for more material than can pos- 
sibly be used. Certain rules can be fol- 
lowed, however, which will increase the 
chances of obtaining coverage for your 
releases. An all-inclusive first paragraph, 
with a maximum of fact and a minimum 
of words, makes it convenient for the 
editor to lift it out and use verbatim. 


In leading newspapers and business 
publications four or five editors are 
possibly interested, primarily the finan- 
cial and business editors, but others may 
be specially interested according to the 
company’s type of activity: e.g. the sci- 
ence editor in an aviation development, 
the fashion editor in a new textile. 


Determine what is the best day of the 
week for a release date, when competi- 
tion for space is the lightest. For each 
local newspaper there is a “right time 
of day” to deliver releases. If your “con- 
tact” is not there when the release is 
delivered, a brief follow-up telephone 
call may be in order. 


Even when relations with the press 
are very cordial, the news release may 
receive only cursory or partial treatment 
in terms of printed space. Thus, a sug- 
gestion that can be gainfully and inex- 
pensively employed is to mail copies 
directly to interested and important 
brokerage firms, analysts, etc. A good 
financial community mailing list is an 
asset. It places the company in direct 
contact with those who can be of sub- 
stantial service. In due time, the com- 
pany builds up a large group of 
“friends” who in turn circulate and 
acquaint their colleagues with the com- 
pany affairs. 


Dividend Enclosures provide an ideal 
opportunity to improve relations with 
stockholders. A special message helps 
sustain stockholder interest by keeping 
them informed at a time when the stock- 
holder is in the best possible mood to 
receive a lasting, good impression. 


“In Person” Contact 


Essential to successful Financial Pub- 
lic Relations is regular contact with the 
groups comprising the financial com- 
munity. Periodic visits should be made 
by company officials or Financial Public 
Relations counsel with the aim of stim- 
ulating interest in the company’s affairs. 
Mention has been made about providing 
supplementary information for stock re- 
ports and market letters. Business and 
financial publications are always look- 
ing for stories to write; personal contact 
enables you to determine what the edi- 
tors are interested in and helps appre- 
ciably in preparation of the story. The 
company’s Financial Public Relations 
representative makes available informa- 
tion, answers questions, checks the ac- 
curacy of the copy and arranges for 
visits to inspect company facilities and 
discuss operations with officials. 


Informal meetings between officers of 
the company and leading members of 
the financial community are most effec- 
tive in bringing about a closer, more 
detailed understanding. Beneficial per- 
sonal relationships can also be achieved 
by arranging plant tours by representa- 
tives of the financial community and 
business press. 


Constant attention to the statistical 
and research services insures the ac- 
curacy and completeness of the data 
which these services distribute to their 
subscribers. It also serves to draw their 
attention to the company’s securities 
with a view toward special write-ups 
and possible commendation. 


Perhaps the most important personal 
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contact is made by appearances of man. 
agement executives before various {.- 
nance and business groups. Such talks 
are of considerable aid in acquainting 
important audiences with company oper. 
ations and prospects. Foremost of these 
are the regional groups of The National 
Federation of Financial Analysts 
Societies. 


The meetings of the New York Society 
of Security Analysts are probably the 


who determine security evaluations. An- 
other prominent organization that is fre. 
quently addressed by corporate officials 
is the Association of Customers’ Brokers 
in New York. Each analyst, trust officer, 
adviser, customers’ broker represents 
hundreds, even thousands of stockhold. 
ers and investors. Speeches made before 
these groups should be printed in 
booklet form and distributed to the 
entire membership of the group. 


There is no stronger proof of this 
than the importance placed upon such 
appearances by William White and Ro- 
bert R. Young in the New York Central 
controversy. Direct communications to 
stockholders were only a part of their 
respective programs to obtain share- 
owner support. At least an equal amount 
of time and expense was spent in pre- 
senting the issues to the financial com- 
munity in an effort to gain their per- 
sonal support and, through them, the 
support of stockholder-clients. 


The foregoing indicates too the im- 
portance and practicality of having Fi- 
nancial Public Relations counsel or rep- 
resentation in New York City, the nerve 
center of investment activity where most 
of the nation’s financial news and se- 
curity opinions originate. 


Evaluating the Program 
The worth of a Financial Public Re- 


lations Program must rest on_ being 
able to show conclusively that the bene- 
fits derived can be measured in terms 
of dollars and cents, or their agreed- 
upon equivalent. An examination of the 
economics of public financing clearly 
shows the monetary value of Financial 
Community and Stockholder Relations. 


Should a given company be compara 
tively unknown in the financial world— 
as evidenced by an inactive market, 
trading in small amounts, and a wide 
spread between “bid and ask”—the un- 
derwriting group needs more of a com 
mission incentive. What the commission 
will be depends upon the caliber of the 
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company and the degree of ease with 
which the brokerage firms participating 
believe the issue can be sold. 


“Brand Names Always Sell Best.” On 
the basis of even a relatively small public 
offering of $1,000,000. a 2% difference 
in commission arrangements means an 
additional $20,000 for the company. 
With expert guidance and _ sufficient 
preparation time, an even greater gain 
has frequently been experienced. 


Though not every company qualifies 
as a “blue chip,” it certainly can do 
something about becoming a _ better 
known and “seasoned” security so that 
the public will accord a good reception 
to its security offerings. 


In most cases of a public offering of 
additional shares, the price is deter- 
mined a day or two prior to the offer- 
ing date and is based on the market 
price of the securities outstanding at 
that time. 


If over an extended period, interest 
in the company’s shares has been in- 
creased and a more accurate appraisal 
placed on its value, it may mean an 
additional 44 or 14 of a point or more 
per share. A gain of even 14 of a point 
on 100,000 shares is $12,500. 


The company’s present stockholders 
are one of the best sources of additional 
capital in times of public financing. 
Managements who have been successful 
in their relations with the co-owners of 
their companies have been able to place 
new issues directly with the stockholders, 
requiring only a standby agreement with 
underwriters, Arrangements of this sort 
mean a considerable saving. 


However, stockholder confidence in 
management is not a need exclusive to 
emergencies or forthcoming security 
issues. There are manifold occasions in 
the regular conduct of corporate affairs 
when the concurrence of the co-owners 
is required. This can be obtained quick- 
ly and “painlessly” if the management 
is in good standing. If it is not, obtain- 
ing the necessary backing can be a dis- 
turbing, time-consuming problem. 


In a large percentage of cases, mergers 
and purchases of companies are based 
upon the exchange of securities. Again, 
the value of fractions of a point in the 
market price of the stock can mean 
thousands of dollars to the company. 


It should also be noted that a fre- 
quent result of a Financial Public Rela- 
tions Program has been increased in- 
quiries of this nature, which previously 
would not have arisen because the com- 
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pany was relatively unknown, or had 
no substantial standing in the financial 
community. One resulted recently from 
a statement of policy emphasized in the 
Annual Report that the management was 
always looking for opportunities to ex- 
pand. One of the stockholders receiving 
the Annual Report was president of a 
competing firm and he was interested 
in selling out. Impressed by the aggres- 
sive policy stated in the President’s 
letter to the stockholders, he decided to 
give him “first crack at the deal.” 


New Investors 


What of the urgent need to develop 
new investors in corporate enterprise? 
This can be achieved by a two-prong 
offensive. First, the national securities 
exchanges and their members have to 
continue their nation-wide campaigns to 
teach the public about investing, using 
all available media of communication. 


But there is an equally important 
“step two” that rests on the shoulders 
of each corporation, both for self-gain 
and public service. Edward T. McCor- 
mick, President of the American Stock 
Exchange, expressed the following view 
in a letter to the writer: 


“To develop and expand as investors 
the lower and middle income groups 
in this country we must do a tremend- 
ous educational job. The securities 
business and industry generally has 
belatedly realized that our future fi- 
nancial health demands an effective 
public relations program. This pro- 
gram must deliver to present and fu- 
ture stockholders, and to security 
analysts, the meaningful facts con- 
cerning individual companies and their 
role in our economy. Only in this way 
will we effectively spread the equity 
investment gospel.” 


Using the Financial Public 
Relations Specialist 


It is apparent from the foregoing that 
many talents and backgrounds are 





needed to plan and execute a compre- 
hensive Financial Community and Stock- 
holder Relations Program—corporate fi- 
nance, security analysis, news reporting, 
investment techniques, public financing, 
corporate law, economics, statistical re- 
search, etc. These many qualifications 
are readily available through qualified 
Financial Public Relations Counsel. 


Is it possible for the corporation to 
carry out its own program with maxi- 
mum effectiveness under the guidance 


‘of a senior executive? The following 


viewpoint is that of a well-known invest- 
ment adviser :® 


“My opinion, based on observations, 
is that in most instances it is more 
effective to employ the services of an 
independent stockholder relations ex- 
pert. A competent expert divorced 
from management can be given access 
to all pertinent information manage- 
ment has, and in addition he can have 
the investing public’s best interest 
as his primary responsibility. 


“A company officer-employee may 
find this attitude difficult to assume. 
In fact there lies the danger. For the 
corporation employee to act as the 
investor’s protector requires playing 
a dual role.” 


Wayne A. Johnston, president of the 
Illinois Central Railroad speaking to a 
security analysts meeting, concluded 
with remarks applicable to every pro- 
gressive corporate management: 


“T hope my remarks have served to 
whet your interest in the affairs of our 
railroad, for I am deeply conscious of 
the fact that your opinion of the IIli- 
nois Central helps to create the invest- 
ing publie’s opinion of it. The more 
all of us who are in commerce and 
industry work toward making busi- 
ness affairs more understandable on 
the part of the entire American public, 
the more truly we serve the cause of 
intelligent capitalism.” 


8Norvin R. Green, “How Much Responsibility 
Does Management Have For the Price Level of Its 
Company’s Stock?” The Analysts Journal, Nov. 
1952, P. 42. 
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HINTS ON PUBLIC RELATIONS 


FPRA Convention Offers Constructive Program 


HE NEW PRESIDENT OF THE FINAN- 
pee Public Relations Association is 
Rod Maclean, assistant vice president in 
charge of public relations for Union 
Bank & Trust Co. of Los Angeles. He 
was elected by the record 960 delegates 
gathered in Washington, D. C., for the 
39th annual convention September 26-30. 
Other officers advanced or newly elected 
were: lst vice pres.—W. W. Delamater, 
vice president of Tradesmens Land Title 
Bank & Trust Co., Philadelphia; 2nd 
vice pres.—William E. Singletary, vice 
president of Wachovia Bank & Trust Co., 
Winston-Salem; 3d vice pres.—Orrin 
H. Swayze, executive vice president of 
First National Bank, Jackson, Miss.; 
treas—A. Gordon Bradt, second vice 
president of Continental Illinois Nation- 


al Bank & Trust Co., Chicago. 


The Trust Development sessions were 


reported in the October issue, at page 
834. 


The immediate past president, L. L. 
Matthews, president of American Trust 
Co., South Bend, Ind., will serve on the 
board of directors, while former 
F. P. R. A. president William B. Hall, 
who is vice president of the Detroit 
Bank, was elected to the Senior Council. 


Greetings from Presidents 


At the first General Session a tele- 
gram was read from President Eisen- 
hower who said in part, “The complex- 
ities of finance are today growing so 
rapidly that our citizens find it increas- 
ingly difficult to grasp the knowledge 
needed by business men . . . You can 
help our people understand the operation 
of our economic and financial system, 
you can help them appreciate their stake 
in this economy .. .” 


In his own address, the FPRA presi- 
dent told the delegates that “the two 
new and growing problems are “auto- 
mation, both in business and banking” 
and “the appeal of ideas of security for 
everybody by governmental decree. . . . 
the tremendous job of safeguarding the 
advantages of capitalism from this trend 
falls upon our shoulders . . . particularly 
on the question of whether or not our 
banks will be nationalized. Our work in 


public relations must be continued and 
intensified.” 


1042 


Aggressive, Constructive Policies 


If our advertising and public relations 
are to be effective, we must have a clear 
and precise understanding of objectives 
and the steps required to attain them, 
Homer J. Livingston, incoming presi- 
dent of the American Bankers Associa- 
tion and president of The First National 
Bank of Chicago, observed. There are 
two major responsibilities, he said. The 
first relates to the overall planning of 
advertising — budget, analysis of mar- 
kets, selection of media, preparation of 
copy, knowledge of printing, and under- 
standing those specialized techniques 
which distinguish the confident and com- 
petent professional. Among the neces- 
sary decisions are: Will you pioneer in 
art work or accept the traditional? 
Should you follow the senior officer’s 
idea of lay-out or the advertising 
agency's? What do you do when an 
officer rewrites your vigorous copy into 
meaningless generalities? How can you 
prepare good news stories instead of re- 
leases which merely advertise your in- 
stitution ? 

The second major responsibility is for 
senior officials to establish and follow 
policies that will practically and effec- 
tively implement the advertised service. 
It is one thing to be certain the employ- 
ees answer telephones promptly and 
courteously. It is another to be certain 
that a financial institution is steadily 
increasing its capital structure so it can 





AMERICAN SECURITY & TRUST CO., 
Washington, D. C., sponsors a new type of 
radio program with five hours of Good 
Music each week, featuring Howard Mitchell, 
Conductor of Washington’s National Sym- 
phony Orchestra, as commentator. In the 
picture, left to right, are Mr. Mitchell, M. 
Robert Rogers, president of WGMS, Daniel 
W. Bell, president of American Security and 
Trust Co., John J. Ahearn, Assistant Secre- 
tary and Public Relations Officer. 


take care of growing businesses and the 
economic development of its community, 


It is one thing to advertise generalities | 
} ma 


in words worn thin by constant usage, 


and another aggressively to seek op- 


portunities in the community to make 
loans where they should be made and 
assume sound credit risks instead of 
avoiding them. It is one thing for tellers 
to greet customers pleasantly, and quite 
another for officers to speak out cour- 
ageously on controversial economic, 
monetary and fiscal problems and legis- 
lation that vitally affect the business life 
of one of the bank’s oldest and most 
valued customers. Or perhaps the entire 
personnel policy needs to be reexamined 
if the institution is to make the most 
effective use of its employees and officers 
and attract to it the ablest young men 
and women in the community. These are 
policy decisions that have a far reaching 
impact on advertising and public rela- 
tions problems. 


Another aspect of senior management 
responsibility: Are the lines of authority 
among officials clearly drawn? Do off- 
cers have proper authority to make com- 
mitments specifically delegated to them, 
or are decisions delayed and customers 
kept waiting? Advertising that urges 
customers to present financial problems 
to officers who do not have clear author- 
ity to make prompt decisions will soon 
be without acceptance in the business 
community. 


To earn the reputation of being an 
institution where one’s financial problem 
is understood, another important step is 
essential. A thorough program of execu- 
tive training is imperative. Friendliness 
may walk hand in hand with ignorance 
as well as with intelligence; and when 
it does, our advertising and public re- 
lations program loses power and force 
. . . We need not only to understand the 
monetary, fiscal, industrial and _ eco- 
nomic problems that relate to our fi- 
nancial institutions, but also to have the 
courage to give articulate and aggressive 
leadership to the solution of these prob- 
lems . . . to speak boldly and publicly on 
local, state, and national problems af- 
fecting our institutions and our com- 
munities. Is it the mark of financial 
leadership to wait until others press 
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their views in public, and then offer 
only criticisms? We shall have to study 
these problems in a far more thorough 
manner than in the past, and we shall 
find our publicly expressed views will 
be carefully analyzed, and sometimes 
strongly criticized. It may be that in the 
past not enough emphasis was placed 
on having management thoroughly in- 
formed regarding the plans of the pub- 
lic relations repartment, in order that 
management itself might discharge its 
important responsibility effectively. 
Clinic Highlights 

Banks may develop great good will 
by assisting their communities to provide 
schools for the large number of pupils 
now flooding the elementary grades, 
Moses M. Shaw, director of public re- 
lations for South East National Bank, 
Chicago, stated in the clinic sessions. A 
48-state survey shows that bankers are 
already engaged in establishing school 
savings plans, conducting student and 
teacher bank tours, exhibiting films on 
banking subjects, sending speakers to 
assemblies and classrooms, and provid- 
ing printed material for classroom use. 















Hy 






















The use of the Open House program, 
conferences and forums, can convince 
the public that bankers are human, too, 
Roy H. Gibbs, vice president of First 
National Bank, Orlando, told his group. 
Working committees should include di- 
rectors, officers, and bank personnel. The 
occasion should be made an “all around 
the town” event, and sometimes it is 
advantageous to have one or more or- 
ganizations as sponsors. A questionnaire 
to Association members has produced 
100 ideas on anniversary celebrations, 
branch openings, and forums, according 
to Mrs. Edith Lull, assistant secretary 
of Rutherford (N.J.) Trust Co. 

As to “Getting Credit for the Bank’s 
Good Conduct,” both shyness and pub- 
licity-seeking must be overcome, Thomas 
O. Waage, manager of the public rela- 

















tions department of the Federal Reserve 
Bank in New York, told his clinic mem- 
bers. Reporters and editors are grateful 
for information or leads for stories. On 
the other hand the “too-demanding pub- 
licity seeker’s” evaluation of news is 
about as welcome as an editor’s criticism 
of a bank’s judgment on loans. 


Delegates at the TV clinic were told 
that the tremendous growth in TV cover- 
age makes it imperative for financial in- 
stitutions to obtain expert assistance in 
purchasing time, selecting programs, 
and arranging live commercials. Costs 
are important, but so are the type of 
audience desired, time availabilities, 
competition in multiple station com- 
munities, and the rating of the preceding 
and following programs. 


The publicity recently given to proxy 
contests for control of railroads and 
other large industries has alerted banks 
to watch this aspect among their borrow- 
ing customers to guard against vulner- 
able spots in stockholder relations, Rob- 
ert Lindquist, vice president of Harris 
Trust and Savings Bank, Chicago, told 
the clinic on Stockholder and Director 
Relations. Banks are particularly vulner- 
able according to the basic pattern of 
these proxy fights. The percentage of net 
earnings paid out by banks in cash divi- 
dends is well below the average for in- 
dustry. 


There is a good reason for this in the 
necessity for building capital funds and 
reserves to catch up with growing de- 
posits and higher risk rates. But do the 
stockholders know this? If not, they are 
vulnerable to the arguments of the trou- 
ble-maker. Moreover, the quoted price, 
if any, of bank stock, is often below book 
value, making the purchase of bank con- 
trol a juicy prize for the manipulator. 
Stockholders should be kept informed of 
their interests as a means of building 
their enthusiasm for using the bank’s 
services and recommending the bank. 
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Departmentals 


Look to the reputation of your bank 
as a place to work, Curtis Kendall, vice 
president of American National Bank, 
Mobile, advised the staff relations de- 
partmental. Aptitude testing is good, but 
cannot cover up for a stupid personnel 
man. Once a person becomes an em- 
ployee, fringe benefits will lose much 
of their value unless the employee feels 
he is a member of the team, Willard W. 
Scott, vice president of National Bank 
of Commerce, Memphis, asserted. A sys- 
tem of two-way communication is the 
best means for accomplishing the team 
feeling. Hugh J. Bernard, vice president 
of Second National Bank, Houston, ad- 
vised that to be effective, communica- 
tions must represent a genuine, sincere 
and continuing effort to let personnel in 
on “the know” of company plans and 
policies insofar as possible and appro- 
priate. House publications must contain 
non-technical information, but still give 
the staff credit for understanding “be- 
yond the First Reader.” 


James B. Ritsema, assistant cashier of 
Grand Haven (Mich.) State Bank 
stated that an operations officer should 
spend up to 40% of his time among his 
staff, talking te them individually or in 
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groups, listening, winning their confi- 
dence, and trying to eliminate problems. 
J. Az Taylor, vice president of Rapides 
Bank & Trust Co., Alexandria, La., ad- 
vised that the bank being a service insti- 
tution, generally serving its people face 
to face, the communication system within 
the institution should keep the employees 
properly informed at all times. 


Individual training is needed as well 
as special educational courses, Kenneth 
E. Johnson, vice president of Kansas 
State Bank, Wichita, said. In a small 
bank the answer may be through on-the- 
job training in multiple positions. Larger 
institutions will rely more on staff meet- 
ings, house organs, and written com- 


First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 














munications. The development of sales- 
minded individual employes, however, 
can only be accomplished by an aggres- 
sive management cognizant of the prob- 
lems and technique in today’s labor mar- 


ket. 
School of Advertising 


Advertising starts with market re- 
search, those who attended the daily 
School of Advertising were told, includ- 
ing finding out why people think and 
feel the way they do. It might prove true 
that many who say they do not like benks 
have never patronized them. Add copy 
testing, and these preliminaries make it 
possible to initiate an advertising cam- 
paign with clarity and confidence. 


“Long copy” with a complete sales 
message outpulls “short copy.” Specific 
statements are better than general. A 
precise year for a future benefit is better 
than the indefinite future. Monthly cost 
is better than price generalities. Head- 
lines like “$20 may save you $2,000” 
have proven effective. When the prospect 
is invited to telephone to a named per- 
son, that being the key to the institution 
as to the particular ad concerned, it pro- 
vides a method of tracing the source of 
new business — a difficult task at best. 


Neither banks nor advertising men 
have found a rule of thumb for deter- 
mining an advertising budget. Everett D. 
Reese, retiring president of The Amer- 
ican Bankers Association, estimated that 
the country’s 15,000 commercial banks 
could profitably spend on advertising 
three times the present $68,000,000 a 
year. The banker should study his insti- 
tution to see what it lacks, and what he 
wants, and with expert advice plan a 
program to get it. It is easier to pull a 
comprehensive, well-planned program 
down to one’s ability to pay, than to fit 
a hit-or-miss program into a fixed bud- 
get. Also it is possible to sponsor a very 
effective advertising program and lose 
the advantage gained because of failure 
to organize the institution for effective 
follow-through. Sometimes the advertis- 
ing is lost because of muffing the first 
chance to get acquainted with the pros- 
pect — he is not made to feel welcome, 
or he has to wait too long, or his situ- 
ation does not permit of immediate busi- 
ness and he is brushed off instead of re- 
ceiving advice which might make him a 
bank customer later on. 


To get the most out of newspaper ad- 
vertising it is necessary to inform the 
staff about it and to follow up with per- 
sonal selling. Good relations with the 
press involve avoiding carelessness, 
vague answers, misleading statements, 


off-the-record quotes, attempted pres. 
sures and personal favors. 


The consensus was that personalized 
direct mailings with quality and dignity 
assume added prominence for reaching 
particular groups of prospects for fast 
expanding bank services, when well 
planned and not too frequently used. 


The public will not continually re. 
ward any business unless it is constantly 
reminded of that business in a favorable 
light, Ben H. Wooten, president of First 
National Bank, Dallas, told the guests 
at the Annual Banquet. Public relations 
and advertising alone will not work that 
miracle. The policies and practices of 
the bank and the advertising theme must 
be in perfect harmony. The customer 
must find the bank dependable and cour- 
teous; the press must be given news that 
is news, and treated fairly; the stock- 
holders must be supplied with all the 
information a good investor would want; 
and the general public — personified as 
the “little man” — must find efficient 
service and a friendly greeting. 


One’s competitor — his line of reason- 
ing, his ambitions and his impending 
action — is exceedingly important. One 
must not only meet competition, but also 
beat competition. One bank has little 
advantage over another except in the way 
people are treated. “The fact that an in- 
dividual is in the banking business on 
the next corner does not make him a 
heel to be despised and picked to pieces, 
but,” said Mr. Wooten, “that does not 
lessen the keen desire of every public re- 
lations man and woman to give competi- 
tion that cannot be equaled.” 


A A A 


Stans Heads CPAs 


Maurice H. 
Stans, CPA, of 
Chicago was elect- 
ed president of the 
American Institute 
of Accountants at 
the annual meeting 
of the 24,000-mem- 
ber national  s0- 
ciety of certified 
public accountants in New York last 
month, Mr. Stans, executive partner of 
the accounting firm of Alexander Grant 
& Company, assisted the House Appro- 
priations committee in reviewing the 
1954 federal budget and has been en- 
gaged for more than a year in a study 
of postal operations for the Postmaster 
General. He received his education at 
Northwestern and Columbia Universi- 
ties, and holds an honorary LL.D. de- 
gree from Illinois Wesleyan University. 
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TRUST PERSONNEL CHANGES 







alized 

ching CALIFORNIA DISTRICT OF COLUMBIA 

r fast | Los Angeles Robert S. Clarke and W. S. McClana- Washington As a result of the merger of National 
well CALIFORNIA han elected trust officers. Before join- NATIONAL BANK Bank and the Hamilton National Bank 

ed. Trust Co. ing the trust company in July, Clarke OF WASHINGTON (reported last month, p. 855) trust 






was asst. trust officer of Grace Na- department personnel is as follows: 







y Te tional Bank in New York and McClanahan was asst. vice Louis M. Denit, counsel and trust officer; Aubrey O. Dooley, 
tantly president of Lake Shore National Bank in Chicago. trust officer; Fonsia K. Alden, P. Baxter Davis, Thomas J. 
rable Jackson and James S. Reid, asst. trust officers. 





Oakland Orrie Raines appointed assistant trust 






























First OAKLAND BANK ‘ities Washington Trust department officers as a result 
zuests or COMMERCE ; RIGGs of the merger reported last month with 
tions ; : NATIONAL BANK Washington Loan & Trust Co.: Leon- 
that San Francisco A. J. Gock has retired as chairman ard Marbury, vice president and trust 
a BANK OF AMERICA of the board after 42 years with the officer; Bernard L. Amiss, trust officer; Remick S. Ferguson, 
aii N.T. & S.A. bank, but will remain a member of asst. trust investment officer; Harry W. Gauss, asst. trust 
: the executive committee and chairman officer; and Mary L. Chadwick, asst. trust officer. All other 
omer | of the board’s general trust committee. Fred A. Ferroggiaro, officers of Riggs remain. 
cour- | was elevated to the chairmanship, is the bank’s oldest em- 
s that | ployee in years of service, having been taken on as a mes- FLORIDA 
tock- | senger boy in 1906 by founder A. P. Giannini. Jesse W. 
| the | Tapp, vice chairman of the board, was appointed to succeed Jacksonville Downing Nightingale, who was ap- 
vant; | Gock as the senior officer in the Southern California area. BARNETT pointed director of public relations in 
ed as | San Francisco Robert H. Bolman elected vice presi- NatiowaL Bank September to succeed Ss. ‘ H. Fifeld, 
cient BANK OF dent, prior to which he had been vice now named asst. vice president. 
CALIFORNIA N.A. president and director of the OAk- Miami Vernon C. Fratcher elected to head 
LAND BANK oF COMMERCE, Oakland, CENTRAL BANK the trust department, after having 
‘SON Ft since 1948. A graduate of Stanford U., Bolman has previously & Trust Co. served for many years in the Detroit 
ding | been with Bishop Trust Co. in Honolulu, Union Bank & Trust . Trust Co., recently as a senior vice 
One # Co. of Los Angeles, and Pasadena-First National Bank. He is president. 
also # president of the Independent Bankers Association of Northern Miami J. Fred Fisher, in charge of trust 
little # California. SECURITY investments, promoted from trust of- 
way Trust Co. ficer to vice president. Prior to his 
» in- connection with Security, Fisher was 






trust investment officer with the Berkshire Trust Co., Pitts- 
field, Mass., and with Bank of New York. 
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not 
> Te = . Chicago C. Ronald Fairs, head of the invest- 
peti- = LASALLE ment department, advanced to vice 
: & NATIONAL BANK president. 
7 Ps BOLMAN e- ROBERTS eee MUNROE Urbana Robert R. Hudelson, who retired in 
abies — os CHAMPAIGN CouNTy September as dean of the College of 
COLORADO BANK & Trust Co. Agriculture of the U. of Illinois, 
H Denver Louise Epperson joined the staff as named manager of the bank’s farm 
UNITED STATES women’s service consultant, to give department, where he will manage the operation of farms 
| . NATIONAL BANK special consideration to the banking where bank serves as trustee or under an agency 
ect- and financial needs of women, the first te 
the time a Denver bank has inaugurated this service. 
tute MASSACHUSETTS 
F at CONNECTICUT Boston For the first time in the history of the 
‘ing Danbury Rolph Haugan became president of NATIONAL bank, two women have been elected 
em- DANBURY the bank, having formerly been vice SHAWMUT BANK officers: Miss Hilda Roberts and Miss 
so- NATIONAL BANK president of Byram (Conn.) National Ethel L. Munroe, each as asst. trust 
fied Bank and of Greenwich Trust Co. officer and assistant cashier. Both started with the trust de- 
last 
of 
ant TRUST OPPORTUNITY 
vei : - For Officer in Trust Department of pro- ADMINISTRATIVE ASSISTANT 
the ATTORNEY, LL.B. LL.M., admitted gressive and expanding bank in Midwest. 
en- State and Federal courts and Treasury Preference to man in thirties or early Excellent opportunity for young man, 28 
d Department; 5 years commercial practice, forties. Legal background with trust ad- to 33, in Trust Department of medium- 
dy 30 wi th Stas Yes: Chie bias a ministrative experience desirable. Write sized southern California bank. College 
ter _— ir ee ee ee for personal history form. Please furnish degree. Trust experience. Legal back- 
at Sires position legal, trust or tax depart- preliminary outline of education, experi- ground helpful. Write fully in complete 
: ment; initial salary $4,000. ence and salary required. Our employees confidence. Snapshot or small photograph 
rsI- know of this advertisement. requested. 
Box S-411-2, Trusts and Estates 
de- = Box H-411-5, Trusts and Estates Box H-411-3, Trusts and Estates 
ty. 50: Rast 4nd St., New Toh 27 50 East 42nd St., New York 17 50 East 42nd S:., New York 17 
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partment in 1933 and 1929, Miss Roberts as secretary to 
Horace Schermerhorn, vice president and senior trust officer, 
and Miss Munroe as manager of the agency division of the 
trust department since 1950. Francis A. Johnson and Henry 
R. Watson, Jr., also elected asst. trust officers. 

Boston George P. Buell, formerly asst. vice 
ROCKLAND-ATLAS president in charge of investments, 
NATIONAL BANK elevated to trust officer. 





MAINE 


Portland 
CANAL 
NATIONAL BANK 


Due to continued growth of the trust 
department, John P. Vose elected trust 
officer at Canal National, having re- 
signed that position with MERRILL 
Trust Co. in Bangor. Past president of the Corporate Fidu- 
ciaries Association of Maine, from 1944-46, Vose holds a law 
degree from Harvard. 


MICHIGAN 
Detroit Lewis Brooke appointed vice president 
City BANK and trust officer in charge of the trust 
department. 
Detroit Promotions to vice president: Andrew 
DETROIT C. Davison, Charles E. Howard and 
Trust Co. Erwin Springman; to asst. vice presi- 


dent: Alcide P. Chauvin and Walter 
C. Goulet; named assistant secretary: George W. Menold, all 
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N 
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~ 
~~ 


ANDREW C. DAVISON CHAS. E. HOWARD ERWIN SPRINGMAN 
Detroit Detroit Detroit 





personal trust department. Davison is a graduate of Detroit 
College of Law; Howard for many years has served on 
the Probate and Trust Law Committees of the Michigan 
State Bar Association; and Springman is a graduate of the 
U. of Detroit. 






MELVIN D. LAKE 


Lewis BROOKE FRANK w. BURR 


Detroit New York New York 
NEW YORK 
New York Frank W. Burr and Melvin D. Lake 


CHASE NATIONAL elected second vice presidents in the 
BANK trust department; Richard G. Keneven 
made estate planning officer, and Ed- 
ward B. Maybeck an investment officer, both in that depart- 
ment. Burr joined corporate reorganization division in 1929; 
in 1948 he was placed in charge of estate planning division 
which he will continue to head. Lake began his career with 
the old Equitable Trust Co. in 1922. In recent years he has 
been in the stock transfer administration division. 


OHIO 
Cleveland Wilbur T. Smith elected counsel and 
CENTRAL head of the legal department to suc- 


NATIONAL BANK ceed Lewis F. Laylin who retired. 
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NEW LOOK IN BANK DECOR 
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a ing | 
Trust department headquarters at Morristown (N. J.) Trust Co.’s 
new main banking house, which opened October 13, is this second. 
story front room leading directly from electronic elevator. Com. 

plete quarters for trust operations adjoin. Seated from left; | Cha 

Nancye B. Staub, assistant vice president; John G. Yawger, as H. 





sistant secretary and assistant trust officer; George F. Melick, N 

vice president and trust officer; H. Lloyd Williams, assistant 

secretary and assistant trust officer; and Gordon Tuohig, ad. 

ministrative assistant. More than 7,000 persons visited the trust 
company during the public preview on Columbus Day. 





Smith joined the legal department in 1929 and has served as 
treasurer of the Cleveland Bar Association. S: 


Cleveland Henry Pirtle, vice president in charge 


CLEVELAND of the corporate trust department, re- 
Trust Co. tired after 35 years. He is currently refi 
the Mayor of Cleveland Heights. bral 
othe 
tow 
OKLAHOMA H 
Tulsa James R. Meredith named an account § BA! 


First NATIONAL analyst in the trust department. He is | Co? 
BANK & TRUST Co. a graduate of the U. of Tulsa Law § the 


School. Nov 

vice 

(H 

PENNSYLVANIA on 

Philadelphia Herman T. Taylor appointed assistant tee 
FIDELITY-PHILA- secretary in the corporate and pen- Gu 
DELPHIA TRUST Co. sion trust department. oe 
Philadelphia Frank R. Shippen, trust officer, named wil 
PHILADELPHIA coordinator for The Philabank Plan, Ha 
NATIONAL BANK the first employee benefit plan directly ¢ 
joining the facilities of a major insur- TIO 

ance company and a large commercial bank. Ay 


Pittsburgh William H. Latimer, Jr., appointed un 
MELLON NATIONAL trust officer; Wiley A. Bucey, Jr., No 
Bank & Trust Co. and Norman H. Smith named assistant | Co 

secretaries in the trust department. he: 


| 


Pittsburgh 
PEOPLES FIRST NATL. 
BANK & Trust Co. 


Elected vice presidents in the trust 
division: Henry R. Byers, William 
J. Copeland, Elmer A. Doege, James 
D. Harlan and Guy W. Lewis. Byers, 





Wo. J. COPELAND 
Pittsburgh 





HENRY R. BYERS 
Pittsburgh 


FRANK R. SHIPPEN 
Philadelphia 
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JAMEs D. HARLAN 
Pittsburgh 


ELMER A. DOEGE 
Pittsburgh 





Nashville 
First AMERICAN 
NATIONAL BANK 


Dallas 
REPUBLIC 
NATIONAL BANK 








Guy W. LEwis 
Pittsburgh 


investment division, started in August 1938 as an analyst in 


the trust investment department; Copeland and Harlan as 
trust administrators in 1947 and 1930, respectively; Doege in 
the trust in 1936; and Lewis joined Peoples as investment 


Richmond 
STATE-PLANTERS 


officer in 1946 upon return from military duty, formerly hav- 


ing been a trust officer at Allegheny Trust Co. 


TENNESSEE 


Chattanooga 
HAMILTON 
NATIONAL BANK 


BANK MERGERS AND 
NEW TRUST POWERS 


San Francisco, Cal.—SAN FRANCISCO 
BANK has changed its name to First 
WESTERN BANK & TRUST CoO., to properly 
reflect the bank’s new and widespread 
branch banking operation with 12 in 
other northern California cities and 
towns. 


Hartford, Conn.—HARTFORD NATIONAL 
BANK & TRusST Co. has taken over the 
CONNECTICUT RIVER BANKING Co. and 
the TRAVELERS BANK & TrRusT Co. as of 
November 1. Donald R. Griswold will be 
vice president and manager of the branch 
(Hartford’s fourteenth) and will serve 
on the officers’ trust real estate commit- 
tee. John B. Bolles, vice president and 
trust officer, will serve on the officers’ 
investment committee of the trust de- 
partment. Trust department customers 
will now be served at the head office of 
Hartford National. 

Shreveport, La. — COMMERCIAL NA- 
TIONAL BANK and the CONTINENTAL- 
AMERICAN BANK & TRUST Co. merged 
under the name of the former, effective 
November 2. President V. H. Murrell of 
Continental’ resigned because of his 
health, but will remain on the board. 
J. W. Baker remains as president of Com- 
mercial, and N. H. Wheless elected chair- 
man, to succeed Jacob Embry who re- 
cently retired from Commercial. All other 
officers are to be retained. 

New York, N. Y.—Consolidation of the 
staffs of CHEMICAL BANK & TrRusT Co. 
and CoRN EXCHANGE BANK TRUST CoO. 
under the name of CHEMICAL CORN EX- 
CHANGE BANK became effective. Contin- 
uing in the same capacity which they 
have occupied at Chemical Bank are: 
N. Baxter Jackson, chairman, Harold 
H. Helm, president, and Isaac B. Grain- 
ger and Gilbert H. Perkins, executive vice 
presidents. John R. McWilliam, who was 
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F. Weston Wentworth elected asst. 
trust officer. He formerly held that 
position with Canal National Bank in 
Portland, Maine, prior to joining Ham- 
ilton last January. 





BANK & Trust Co. 





Gleaves M. Love named asst. trust of- 
ficer. 


TEXAS 
M. K. Winborn became an asst. trust 
officer, having resigned from the Con- 
necticut Bank & Trust Co., Hartford, 
where he had been in the trust new 


business department since 1949. Winborn has served as direc- 
tor of a short trust course at Connecticut U. 


VIRGINIA 
Earl E. Wilson, vice president, retired 
after 36 years with the bank. He was 
elected vice president and trust officer 
in 1928, and in 1933 relinquished the 


title of trust officer upon being named vice president in charge 


of the trust department. In 1950 he was chairman of the 
Trust Committee of the Richmond Clearing House Asso- 


Guidance Clinic. 


president of Corn Exchange, becomes vice 
chairman; E. Herrick Low, first vice 
president of Corn Exchange, becomes an 
executive vice president; Dunham B. 
Sherer, chairman of Corn Exchange, 
elected a director and consultant to the 
board and senior officers. The same offi- 
cers and staffs of both banks will con- 
tinue to serve customers of the merged 
institution, which now has a branch sys- 
tem of 98 offices and total resources of 
$2.9 billion as of October 15. 


Canajoharie, N. Y.—Stockholders of 
First NATIONAL BANK of Canajoharie 
and of Middelburgh are considering mer- 
ger of the two institutions under the 
name of CENTRAL NATIONAL BANK of 
Canajoharie. Directors have approved. 


Tuckahoe & White Plains—First Na- 
TIONAL BANK & TRUST Co. of Tuckahoe 
became a branch office upon its consoli- 
dation with WESTCHESTER BANK & TRUST 
Co., under the new name of NATIONAL 
BANK OF WESTCHESTER. The head office 
will be at 31 Mamaroneck Avenue, White 
Plains; Ralph T. Tyner, Jr., will be presi- 
dent and John F. Boland senior vice 
president of the new institution. 


Gastonia, N. C.—NATIONAL BANK OF 
COMMERCE has been granted trust powers 
under the Federal Reserve Act. J. G. 
Reading, president and trust officer, will 
devote part time to trust work. 

Allentown, Pa.—Effective November 8, 
ALLENTOWN NATIONAL BANK and the 
SECOND NATIONAL BANK consolidated 
and became known as the First NATION- 
AL BANK OF ALLENTOWN. 

Columbia, S. C.—W. W. Bruner is 
trust officer of the newly authorized trust 
department of First NATIONAL BANK, 
incorrectly reported last month under the 
name of W. W. Brimer. 

Dallas, Texas—Shareholders have ap- 
proved consolidation of the NATIONAL 
City BANK with REPUBLIC NATL. BANK. 


ciation, and a member of the Executive Committee of the 
Life Insurance and Trust Council of Richmond 1952-53. For 
a number of years he served as secretary-treasurer of the 
Richmond Homes for Boys, and is treasurer of the Memorial 








Address correspondence to Trusts 
and Estates with code number. 


Attorney with five years active prac- 
tice and ten years bank experience seeks 
legal, trust or tax position. See ad 
S-411-2 on page 1045. 


Opportunity for young trust admin- 
istrative assistant lies with Southern 
California trust department. See ad 
H-411-3 on page 1045. 


Expanding Midwest trust department 
seeks trust officer with legal background 
and trust administrative experience. See 
ad H-411-5 on page 1045. 


Position as trust officer or new business 
man desired by man with seventeen years 
experience. 411-6 


Attorney with substantial experience, 
legal, tax and estate planning, plus writ- 
ing and teaching, desires responsible con- 
nection with trust department in Indian- 
apolis or Great Lakes area. 411-7 


Trust officer with legal degree and ten 
years experience in operations, admin- 
istration, taxation and estate planning, 
desires position in larger bank. 410-2 


Investment officer, 14 years with New 
England country bank and 7 years staff 
executive state bankers association, 
seeks responsible position in financial 
field. College, veteran, 50, single. 410-3 


Trust administrator with senior officer 
potential sought by medium size New 
York bank. 410-4 

Trust officer, in 30’s, with legal back- 
ground and ten years experience in trust 
and estate administration, seeks position 
with broader opportunities. 49-4 
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How To RETAIN BUSINESS 


of WILL FILE and TRUST TERMINATIONS 


NORMAN E. WALZ 


Trust Officer, Provident Trust Company of Philadelphia 


| HAVE NO GREATER CONVICTION THAN 
that there really are things we can do 
to help us keep trust business—inopera- 
tive Will appointments as well as our ac- 
tive trust accounts—on the books. Trusts 
AND Estates Magazine calculates trust 
business to be a 75 billion dollar indus- 
try. As this sleeping giant of the Amer- 
ican business world awakens we find 
that our own cherished era of compla- 
cency is being rudely supplanted by the 
Age of competition. An unfortunate 
characteristic of our personal service 
industry is that we have to contend with 
not only fellow corporate competitors, 
but a host of other worthies which in- 
cludes several million individuals. 


That is a sort of “unnatural” attrition 
which we can control. “Normal” attri- 
tion is the everyday process by which 
the ‘trust department is obliged by con- 
tract to make distributions of principal 
from its active accounts. Thinking of 
the backlog of inoperative Will appoint- 
ments, “normal” attrition is largely the 
mortality rate of testators. Experience 
indicates that competition can do more 
damage to the Will appointment back- 
log than to the active trust accounts on 
the books. The reason is simple: gener- 
ally, we have no day-to-day contact with 
those living testators whose Wills ap- 
point us. They can change their Wills 
without our knowledge and _ therefore 
would have less compunction about re- 
moving us than they would have in tak- 
ing away a living trust or agency. 


Dividends and Depositors 


Properly nurtured, the Will backlog 
is the stuff of which dividends are made. 
Can any trust department operate with- 
out executor commissions? Have you 
ever lost a fat deposit account to your 
neighboring bank because it—not you— 
happened to be appointed executor of 
the depositor’s estate? What can we do 
about keeping our appointment: 


1. We can try to sell the testator 
another service which will result in reg- 


In address at Financial Public Relations Assn. 
Annual Convention, Sept. 1954. 
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ular contact with him. He is much less 
likely to substitute a competitor as exec- 
utor and trustee if he has regular busi- 
ness with some department of your 


bank. 


2. We can make periodic’ personal 
calls. Easier said than done, but there 
is no substitute as effective. If we did 
that with all of our inoperative appoint- 
ments, there would be no time for solici- 
tation of new business. The next best 
thing is to make personal calls on the 
most important cases. Importance may 
have to do with the size of the estate 
or the age of the testator. A 90-year-old 
testator with a $100,000 estate deserves 
more attention than a 45-year-old testa- 
tor with a $200,000 estate, all other 
things being equal. 


3. This suggests the need of an in- 
ventory of Will appointments, showing 
testator’s name, capacity in which 
named, date of Will, officer assigned to 
service the customer, commission ar- 
rangement, testator’s age and estimated 
value of his estate. We can get up a list 
of cases by size of estate or age of the 
testator or what have you. It can be done 
by use of McBee or I.B.M. cards and 
probably other methods are possible. 


Letters and Booklets 


4. Next to personal calls, perhaps the 
most effective medium for making pe- 
riodic contact with potential business 
customers is the individually typed and 
signed letter. All customers who appoint 
the bank in their Wills are deserving of 
at least two such letters a year, if for 
no other reason than to remind them 
that your institution remembers them 
and is grateful for their business. How- 
ever, it is usually good technique to have 
an excuse for writing and the excuse can 
often be a well designed mailing piece. 
Of course, the best reasons for writing 
are provided by Congress or the State 
legislatures. Passage of the New Reve- 
nue Code provides an excellent oppor- 
tunity for communicating with living 
testators to point out, for example, the 


changes in tax treatment of life insur. 
ance and annuities. 


Following the mailing of one of these 
letters we usually have a minor deluge 
of personal visits, telephone calls and 
letters from customers under whose 
Wills we are appointed. If our letters 
serve no other purpose, they satisfy us 
to a great extent that we continue to be 
named in the Will and that the customer 
has no apparent thought of making a 
change. Frequently the letters stimulate 
collateral business when a customer 
comes in to review his affairs and bring 
to light a fact or a member of the 
family which might lead us to a new 
account. We think the success of our 
program is due in a large measure to an 
individually electrically-typed letter on 
our letterhead stock, with facsimile sig- 
nature. 


If your Will Appointment Backlog is 
not so large as to make the cost prohibi- 
tive, there are several very good syndi- 
cated pamphlets which could be beamed 
at your customers. I have the feeling 
however, which has been confirmed 
from time to time by. people who have 
reecived them regularly, that these book- 
lets are usually too long and involved 
and when received are too often con- 
signed to the round file. There appears 
to be a sort of saturation point in the 
mailing of printed literature to potential 
trust customers. We have not yet found 
a substitute for the individually typed 
letter. 


If your Will backlog is composed 
largely of testators under the age of 
50 you had better start looking for 
another new business man because your 
estate settlement business will not be 
very lucrative for’ years to come and 
meanwhile your retention costs will be 


higher than they should be. 


Size But One Criteria 


There are literally hundreds of Will 
appointments in every trust company's 
backlog which lack adequate compens@- 
tion arrangements. When you make up 
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your list of important cases on which 
to make personal calls, don’t stop at the 
dollar value of the customer’s estate; 
there may be other more important fac- 
tors, such as his age or the commission. 






Active trust accounts—living trusts, 
testamentary trusts, estates, custodian- 
ships, guardianships and the like termi- 
nate sometime and your problem is to 
see that new business overbalances dis- 
tributions of principal. A medium-sized 
trust department makes distribution of 
millions of principal each year. Let’s try 
to get the distributee to leave it with 
us in some one of our services. Here are 
a few things we can do: 


1. Most distributions are scheduled 
considerably in advance. If the account 
officer is on the ball, he'll start well in 
advance to interest the distributee in 
leaving his money with the bank. Modest 
sized distributions can be put into the 
common trust fund. Don’t overlook the 
deposit account . possibilities if you 
can’t keep it in the trust department. 
Arrange for a date tickler to remind 
your account officers in advance of a 
distribution. If copies go to the head of 
the trust department and to the new 
business division it will make the ac- 
count officer work harder. 





























Keep up the Acquaintance 







2. Start well in advance of the dis- 
tribution date to acquaint the prospec- 
tive distributee with your various other 
services. 









3. Try to get the customer to use 
another of your services. This helps to 
weld him to you. 






4. There isn’t any trust department 
that hasn’t numbers of accounts of vari- 
ous types where the account officer 
doesn’t see the customer from one year 
to the next. Most account men think this 
is a good sign. These accounts are your 
weakest links. If a competitor stumbles 
on one and the customer remembers that 
you haven’t called on him for a year, 
you're licked. Institutional accounts are 
vulnerable spots for you too. You have 
occasional meetings with finance com- 
mittees, etc., but the account officer 
never bothers (or lacks the time) to 
call on the key men now and then. Be- 
cause you deal with a committee, the 
chances of losing the account are in 
ratio to the number of committee mem- 
bers. 
















5. Survey your most important ac- 
counts to see if you have regular per- 
sonal or letter contact with the key 
parties-in-interest. If the contact is in- 
frequent, improve it. 
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Advertising 


“What is the best time to sell in- 
surance?” inquires an ad from Trades- 
mens Land Title Bank & Trust Co., 
Philadelphia, which is designed for pro- 
fessional media. A table shows at what 
age people buy the greatest number of 
policies, stop buying, or buy larger 
policies. The text presents the informa- 
tion as assistance to the life underwriter 
and adds an offer to collaborate on 
estate planning. 


“Am I old enough?” asks an ad which 
pictures a young father dandling his 
diapered offspring. American Trust Co., 
Charlotte, N. C., answers the question 
by saying, “The baby, no — the father, 
yes! Baby complicates things if papa 
leaves no will. Baby then gets outright a 
part of the estate. That is as big a mess 
as he makes daily while mama is answer- 
ing the telephone. Young papas need 
wills carefully drawn by their attorneys 
and administered for mamas and babies 
by American Trust Co., a bank with a 
head for figures and a heart for people.” 


“Have you ever looked at your wife 
from this angle?” The “angle” provided 
by the illustrated cameo is altogether 
attractive, but the text wants to know if 
the lady is “a sage business woman of 
consistently sound judgment . . . school- 
ed in tax problems . . . possessed of 
keen foresight and tireless energy . . . 
thoroughly capable of handling your 
property?” The message continues with 
the positive statement of the qualities 
which Bankers Trust Co. of New York 
can provide in the management of 
estates. Another ad in the same series 


An Estate in Trust 
Serves More Than One Generation 


ON THE PUBLICITY FRONT 





asks, “Can you afford to support “The 
School for Wives’?” and comments “It 
may be very costly training — and need- 
lessly grueling, too, — if you insist that 
your wife become an authority on taxes, 
investments, property management .. .” 
Remaining paragraphs explain the al- 
ternative of appointing the trust com- 
pany co-executor. 


“Trust Thought for Today,” reads a 
Public National Bank & Trust Co., New 
York, ad, “When planning your will you 
should know how big a “slice” of your 
estate will be taken by the tax collector. 
By reading our booklet, ‘How Much 
Will Taxes Shrink Your Estate?’ you 
will be able to calculate roughly the 
amount of your taxable estate . . .” The 
bank here took an idea from its own 
booklet program, Trust Thought of the 
Month, to provide a theme for its news- 
paper advertising. 


“Are these YOUR questions about 
trusts?” inquires an ad from Security 
Trust Co., Rochester, N. Y., which pic- 
tures a man about to telephone from a 
desk shaped like a question mark. The 
questions referred to deal with the 
trustor forfeiting control, the matter of 
costs, and the chance that one’s affairs 
might be handled routinely. In discuss- 
ing the answers, the text lays stress upon 
the flexibility of the modern living 
trust. 


“Like heirloom silver, an estate in 
trust serves more than one generation,” 
explains an ad from Detroit Trust Co., 
with illustration, of two ladies enjoying 
afternoon tea. The text contrasts what 




















From Detroit Trust Co. ad. 








can be done with an estate in trust 
against the same estate left outright. 


“A wish is no substitute for a will,” 
asserts an ad from Worcester County 
Trust Co., Worcester, Mass. “No court 
can interpret your good wish for your 
family or your thoughtful intentions for 
your property unless your plans are 
made clear in a properly signed will” the 
text continues, explaining how the will 
can combine the testator’s plan, the trust 
department’s practical experience, and 
the lawyer’s special skill. The accom- 
panying picture mingles the wish and 
the will by showing an Aladin’s Lamp 
with the geni in the smoke unrolling a 


Last Will & Testament. 


The new tax law has been the sub- 
ject of a good many trust advertisements 
with various approaches to the same 
basic theme. “Is your will up to date? 
Revised tax legislation indicates that a 
review of your estate plans may be in 
order.” This timely reminder that Uncle 
Sam has been changing the rules again 
appears in a Chemical Bank & Trust Co. 
(now Chemical Corn Exchange Bank) 
New York, ad illustrated by a bearded 
— and much worried — “will.” First 
National Bank, Akron, makes no attempt 
to illustrate, but goes right to the point: 
“See your lawyer today .. . 1954 Rev- 
enue Act May Require Important 
Changes in Your Plan for Your Estate.” 
A similar method is employed by Bar- 
nett National Bank,. Jacksonville, but 
with emphasis on the life underwriter. 
It says, “Talk Today with Your Life In- 
surance Adviser . . . 1954 Revenue Act 
May Require Important Changes in Your 
Life Insurance Plans.” More of the 
explanation is given by Third National 
Bank, Nashville, which says, “The new 








SAVINGS 
SAFE DEPOSITS 
| TRUSTS 
CHECKING 





From ad of First Trust & Savings Bank, 
Davenport, Ia. 
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A WISH is no substitute for A WILL. 


From Worcester County Trust Co. ad. 








1954 Internal Revenue Code makes it 
possible, under certain circumstances, 
to free proceeds of life insurance from 
Federal Estate taxation,” and then in a 
simulated memo pad insert adds, “This 
is important news. For details, see your 
life insurance underwriter or a trust 
officer.” 


“Lots of departments” advises First 
Trust & Savings Bank, Davenport, Iowa, 
in a cartoon-type ad which pictures a 
kangaroo with parasol and five pockets. 
The pockets are labelled Loans, Savings, 
Safe Deposit, Trusts and Checking. 
While this type of ad has not yet been 
used by the bank for strictly trust de- 
partment advertising, executive vice 
president T. L. Vinyard reports that the 
cartoon series has brought a lot of 
compliments and inyuiries. 


“What Every Woman Should Know 
About Estates” is streamlined into three 
panels of an advertisement by Lynch- 
burg (Va.) Trust & Savings Bank. Top 
panel with picture of woman consulting 
lawyer, says “ ... that a lawyer should 
draw your will . . . and keep it up to 
date.” The middle panel informs the 
reader “... that one visit to Lynchburg 
Trust will give you much needed in- 
formation about a plan for your family’s 
future,” and shows the lady walking 
happily out of the bank door after her 
interview. In the bottom panel she is 
seated at her desk at home and obvi- 
ously pleased. Text: “ .. . that you'll 
be happier . . . and your family, too, 
with a sound estate plan. Come in!” 


“Do you always read the fine print 
. and always understand it?” in- 


quires Durham (N.C.) Bank & Trust 





Co. The “fine print” is depicted under 
a magnifying glass and the text states 
that one’s attorney—who does read and 
understand the fine print—is the one 
to prepare a Will. 


The “Women’s Finance Forum” is the 
subject of an unusually attractive ad 
from Louisiana National Bank, Baton 
Rouge. Taking advantage of the season 
when the forum was conducted, the ad 
was decorated with birds and the reader 
was advised to “feather your nest” by 
attending the forum session on invest- 
ments. The text gave not only the time 
and place of meeting and the speaker’s 
name and position, but also a resume 
of the points to be covered in the ad- 
dress. 


Forums 


Several hundred Washington County, 
Pa., women attended a Banking and 
Trust Forum and Tea on October 6 spon- 
sored by Peoples First National Bank & 
Trust Co., Pittsburgh, with Katharine 
Vaughn of Washington, Pa., as modera- 
tor. Members of the forum, first of its 
kind in the county, were all officers of 
the bank. Questions pertaining to trusts, 
estate planning, investments, loans, and 
general banking — submitted in ad- 
vance by the audience — were directed 
to panel members by Miss Vaughn, past 
president of the Washington Women’s 
Club and currently vice president of the 
Washington County Federation of 
Women’s Clubs. 


A second and advanced series of 
Women’s Finance Forum meetings was 


conducted by the National City Bank of 


LOUISIANA NATIONAL BANK'S 


WOMEN’S 
FINANCE 
FORUM | 


A thet social poried will be 
held in the Coribheon Room of 
7.20 pm 


Bellemont Motor Hotel - Airline Hwy. 


Thursdoy, April 29, 1954—7:30 p.m. 
INVESTMENTS 
basse Dorothy Willome 
Investment with Bonk of New 
York Public Rolotions Coneeitont—tost Oronge, MJ. 
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Cleveland on November 2 and 9, the 
subjects for the two nights being in- 
vestments and wills and trusts. Professor 
A. James Casner of Harvard Law School 
discussed “‘Estate Planning for You” and 
the investment topic was handled by 
Burton A. Miller, vice president of the 
bank in charge of trust investments. 


The fifth Financial Forum for Women 
sponsored by American Security & Trust 
Co., Washington, D. C., met on the Mon- 
day afternoons in October at the bank’s 
Board Room. Officers of the bank were 
the speakers, and the subjects covered 
the same ground as in earlier forums. 
A ladies advisory committee assisted in 
the planning and presentation. 


Forty life underwriters attended on 
October 22 a life insurance planning 
forum conducted by Planters National 
Bank & Trust Co., Rocky Mount, N. C., 
with the typical comment afterward that 
it was “the most informative” they had 
ever witnessed. In his introductory re- 
marks, Archie W. McLean, president and 
trust officer, pointed out that more than 
$320 billion of life insurance is now 
in force and that the provisions of the 
1954 Revenue Code significantly in- 
creased the potential. Various ways of 
saving taxes by proper planning were 
discussed by Howard D. Goldman, 
C.L.U., Virginia agent of Northwestern 
Mutual Life Insurance Co., who illus- 
trated his talk with sketches and dia- 
grams. The uses of life insurance trusts 
were examined by Gilbert T. Stephenson. 
After luncheon E.V.S. Draper, associate 
trust officer, conducted a question and 
answer period with the speakers forming 
a panel. 


An Estate Planning Forum for attor- 
ney’s, life underwriters, accountants, 
trust officers, and tax specialists was 
staged by the trust department of The 
Twentieth Street Bank, Huntington, West 
Va., on October 9th, with attendance of 
over one hundred. Four estate experts 
spoke on the latest methods and proce- 
dures used in estate planning, with par- 
ticular emphasis on the effect of the new 
Federal Estate Tax changes. The panel 
included: Frank W. Burr, personal trust 
officer of Chase National Bank, New 
York City; Ralph J. Chittick, attorney 
for Connecticut Mutual Life Insurance 
Co. of Hartford, Conn.; Dolpher F. 
Trantham, estate tax examiner of the 
U. S. Treasury Department; and Louie 
E. Miller Jr. of Charleston, supervisor of 
the inheritance tax division of the state 
of West Virginia. Outlines of the lec- 
tures were distributed to the audience 
at the close of the session. 
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Booklets 


“You and your Attorney” is a new 
12-page booklet with cartoons and text 
to inform the customers of Republic 
National Bank, Dallas, about attorneys 
and why they are needed. The booklet 
describes eleven situations in regard to 
which the attorney can prevent legal 
troubles before they arise. Thirteen more 
are listed without comment. The intro- 
duction explains that the bank performs 
no legal services and does not profit 
from legal fees. 


An attractively printed 6-page folder 
from Fort Worth National Bank tells 
“Who will receive my estate if I leave 
no will.” It covers the situations of (a) 
widow or widower with one or more 
children, (b) married person with one 
or more children, (c) married person 
with no children but surviving parents, 
(d) single person or widow or widower 
with no children. 


“Soldiers, Monks and Trust Officers” 
is the romantic title of pamphlet *5 in a 
series on Money and Banking currently 
published by The Bank of New York. 
The text tells how the Egyptian, Uah, 
forty centuries ago conveyed his “pre- 
cious scarabs and papyrus fields” in 
trust to his wife; how the Mikado be- 
headed three trustees in a group which 
was organized in the fifth century B.C. 
to manage and settle the estates of 
wealthy Samurai, because (he said), a 
group, unlike an individual, would have 
no moral scruples; and how the early 
Franks conveyed property in trust by the 
“symbolic act of casting a straw” into 
the lap of a public official. The banking 
and trust activities of the Knights Temp- 
lar are then summarized, and _ finally 
modern American corporate trusteeship 
is contrasted with these earlier experi- 
ences. The whole series is -attractively 
planned, printed in three colors, and well 
illustrated. 


“Discretion” is the subject of a two- 
page discussion in the September- 
October Forethought, produced by Mon- 
treal Trust Co. The ideas range from in- 
vestment discretion through availability 
of principal for special purposes to tax 
saving, “but not tax-saving at the risk 
of hardship for those for whom the bene- 
fits of the estate are primarily destined.” 
A number of specific questions stimulate 
practical thinking on the part of the 
reader-testator, and lead convincingly to 
the conclusion that “the role of the mod- 
ern trust programme is a combination 
one — to provide discretion and protec- 
tion, flexibility and safeguards.” 


“Your life insurance and estate taxes 


under the Internal Revenue Code of 
1954” entitles a four-page folder from 
First Trust Co. of Saint Paul, discussing 
the opportunities fer removing life in- 
surance proceeds from the taxable estate 
by transferring ownership. 


Citizens & Southern National Bank of 
Georgia had recent evidence ef the com- 
parative drawing power of twe advertis- 
ing media. A free book of information 
on trusts was offered in beth newspaper 
and radio advertising, with the same 
amount of money spent on the two me- 


dia. The newspapers drew nine requests 
and the radio over 400. 


TRUST 
SERVICES 


The Pacific 
Northwest’s 
largest financial 
institution 
provides trust 
services in the 
State of Washington 
through 56 
‘ conveniently 


located offices. 
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Many out-of-state banks— and 
attorneys too — automatically 
forward all their New Jersey 
trust work to us. They like 
our promptness and follow- 
through. We believe you will, 
too. May we have the oppor- 


tunity of serving you—soon? 


PLAINFIELD 
TRUST 


COMPANY 
Plainfield, New Jersey 


Member Federal Deposit Insurance Corporation 


“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 


Trust Company 
Wilmington, Delaware 


... $ 22,977,544 
. » $209,529,709 
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Total Assets .. 


WHERE THERE'S A WILL 


GEORGE MAURICE Morris, former presi- 
dent of the American Bar Association 
and former vice president and founder 
of the International Bar Association, left 
in trust the bulk of his estate, estimated 
at about $200,000. Mrs. Morris and Amer. 
ican Security & Trust Co. of Washing- 
ton, D. C., were appointed executors and 
trustees, with the provision that if at 
any time either one couJd not serve, a 
successor corporate trustee should re- 
place the trust company, and Mrs. Mor- 
ris’s place should be filled by a member 
of the family in the order named in the 
will. 


After providing that all taxes should 
come out of the residuary estate, and 
leaving a total of $23,000 in bequests to 
relatives, friends, business associates, and 
Dartmouth College, the will placed the 
remainder of the estate in trust — in- 
cluding real estate and the assets of the 
law practice — giving the trustees broad 
powers of management, sale and invest- 
ment. The income and such of the prin- 
cipal as she may need for emergency, 
health, comfort or general welfare, will 
go to Mrs. Morris throughout her life. 
Thereafter the remainder will be divided 
equally among the three children. If any 
of them dies before that time, that share 
will go to his issue per stirpes, and if 
there is no issue, it will be divided equal- 
ly among the other beneficiaries per 
stirpes. 


If Mrs. Morris dies before April 20, 
1963, the estate will continue in trust 
until that date, and in any case for two 
years, during which time the trustees 
are to pay the beneficiaries their respec- 
tive shares of income, and have discre- 
tion in any emergency to pay any bene- 
ficiary part or all of his share of the 
principal, reducing his income payments 
proportionately. In the event that none 
of the descendants of Mr. and Mrs. Mor- 
ris is living at the termination of the 
trust, the remainder will go to Dart- 
mouth, 


W. L. Moopy, JR., said to be one of the 
richest men in the nation, left the bulk 
of his estate to the Moody Foundation, 
which he and his late wife had created 
in 1942 to promote religion, hospitals, 
homes, institutions, health, science and 
education. He named as executors his 
daughter Mary Northen and the Moody 
National Bank of Galveston, Tex., in 
which he owned a substantial interest. 
The latter shares as well as stock in an 
insurance cumpany are not to be sold or 
encumbered, but go to the Moody Foun- 
dation, which receives the residuary 
estate. 


Bequests varying from $25,000 to 


$250,000 were left for descendants. A son 
was cut off with $1.00 “because of the 


attitude toward me of my son, which has 
developed and intensified, and for other 
reasons good and sufficient unto myself.” 
Employees’ bequests varied from $1,000 
to $25,000 for Mr. Moody’s secretary pro- 
vided she was still unmarried and still 
in the employ of the Moody interests. 


The bequests to the grandchildren and 
great-grandchildren were placed in trust 
with the trust department. The trustee 
is to pay each of the former % of prin- 
cipal on his 25th birthday, half the re- 
mainder on his 30th birthday, and the 
balance on his 35th birthday. An un- 
usual provision is that the net income 
from the grandchildren’s trusts is to be 
paid to the residuary estate, which goes 
to the Foundation. 


The trusts for the great grandchildren 
have different instructions. The trustee 
is to pay each beneficiary $5,000 on his 
21st birthday, half of the remainder 
(both principal and income) on his 25th 
birthday, and the balance on his 30th 
birthday. Up to $5,000 of income or prin- 
cipal may be advanced to any beneficiary 
for education, the total advancement to 
be deducted from the $5,000 payment at 
age 21, and the trustee is empowered in 
its sole discretion to pay net income 
to any beneficiary in periodic install- 
ments between his 21st and 30th birth- 
days. 


All estate taxes are to be paid out of 
the estate except as to interest in a drug 
company, the first beneficiaries of which 
are to bear their share of taxes. 


“This will has been carefully planned 
by me,” Mr. Moody wrote in conclu- 
sion, “and it is my considered and de- 
liberate judgment that all of its pro- 
visions are wise and just, and that the 
plan as a whole will prove beneficial and 
satisfactory to my family.” Then fol- 
lowed a provision that any individual 
or group of beneficiaries who might con- 
test the will should thereby be disin- 
herited, except that three named grand- 
sons shall not lose their share through 
the action of others — only if they per- 
sonally contest. 


EDWARD FLYNN, executive vice presi- 
dent of the Burlington Railroad from 
1935 until his retirement in 1947, made 
a number of dispositions of property be- 
fore his death, and in his will left the 
remainder of the estate entirely to his 
wife. Mrs. Flynn and Mercantile Nation- 
al Bank of Chicago were appointed ex- 
ecutors, with the provision that, if for 
any reason Mercantile National should 
resign or be removed or disqualified, the 
individual co-executor might nominate 
any corporation empowered to accept 
and execute trusts, and having paid-in 
capital of at least $2,000,000. 
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INCOME TAX 


Life insurance beneficiaries. are not 
liable, as transferees, for decedent’s in- 
come tax liability. Decedent purchased 
life insurance with face amount of $42,- 
000, designating his wife as beneficiary. 
Subsequently, part of the insurance was 
made payable to his children. Decedent 
reserved right to change designation 
of beneficiaries. Upon his death in 1949, 
estate was insolvent and subject to in- 
come tax liabilities for years 1929 to 
1938. Tax Court sustained Commission- 
er’s assessment against wife and chil- 
dren for transferee liability to extent of 
jusurance proceeds received by them. 


HELD: Reversed. Sec. 311 of 1939 
Code provides for liability of transferees 
of taxpayer to satisfy his income tax 
liabilities to extent of value of property 
received. Section does not create new 
liability, but only gives Commissioner 
right of summary tax collection against 
those who are transferees and, under 
state law, have legal or equitable lia- 
bility for debts. Beneficiaries here were 
not transferees of insurance proceeds, 
since such amount was not property of 
decedent prior to his death. Beneficiaries 
were only transferees of cash surrender 
value of policies since only this amount 
was subject to decedent’s power of with- 
drawal during his lifetime. Fact that 
beneficiaries are liable as transferees 
to extent of entire proceeds in satisfac- 
tion of decedent’s estate tax liability is 
irrelevant. That liability is specifically 
created under Sec. 827(b) of 1939 Code 
and does not pertain to collection of in- 
come taxes. 


Though beneficiaries are transferees 
of cash surrender value of life insurance, 
they are not liable, under New York 
law, for debts of transferor. Insurance 
law exempts life insurance proceeds from 
creditors unless policy is assigned or 
beneficiary is changed with actual intent 
to burden or defraud creditors. Addition- 
ally, Debtor-Creditor Law requires proof 
that debtor was insolvent when transfer 
was made. Neither insolvency nor fraud- 
ulent intent was shown; accordingly, 
beneficiaries are not liable for unpaid 
income taxes. Rowen v. Comm., 2d Cir., 
Sept. 9, 1954. 


Estate administration was properly 
continued during settlement of will con- 
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test. Decedent died in 1941 with gross 
estate exceeding five million dollars. 
Various properties were managed by 
executors until 1945 when Federal and 
state taxes were paid. In 1945, one of 
decedent’s heirs threatened legal action 
questioning validity of will and gifts 
made by decedent prior to her death. 
To avoid publicity of the various trans- 
actions entered into by decedent, tax- 
payers as beneficiaries under her will 
were advised to make settlement. During 
1946, estate continued to operate and 
no final accounting was made. Tax Court 
sustained Commissioner’s contention that 
income of estate for 1946 was taxable 
to beneficiaries since the estate should 
have been terminated in that year upon 
the completion of all administrative 
duties. Tax Court also sustained Com- 
missioner’s disallowance of legal fees 
incurred in settlement of will contest. 


HELD: Reversed in part. The period 
of administration, for Federal tax pur- 
poses, during which time income is tax- 
able to the estate, is “the period re- 
quired by the executor or administrator 
to perform the ordinary duties pertain- 
ing to administration, in particular the 
collection of assets and the payment of 
debts and legacies.” Reg. 111, Sec. 29. 
162-1. Even though the dispute affecting 
the property held by the executors was 
settled, it was proper for executors to 
continue administration until full per- 
formance of the settlement agreement 
including the partition of the assets. 
Accordingly, Tax Court erred in holding 
that all administrative duties had been 
performed in 1945. 


Disallowance of legal fees as deduct- 
ible expenses was affirmed. Since in- 
curred in the perfection of title to prop- 
erty they were considered capital ex- 
penditures. Brown v. Comm., 5th Cir., 
Sept. 22, 1954. 


Estate income considered permanently 
set aside for charitable purposes. Dece- 
dent’s will provided for $1 bequest to 
wife, annuity to sister and remainder of 
estate in trust for State of Florida. 
Upon his death, because of various un- 
paid tax assessments and the magnitude 
of decedent’s expenses and debts, the 
amount of income that could be payable 
to Florida was uncertain. Commissioner 
assessed deficiencies against estate for 


income taxes during period of admini- 
stration. 


HELD: Commissioner overruled. Un- 
der Sec. 162(a) of 1939 Code, estate may 
deduct from taxable income, an amount 
paid or permanently set aside for chari- 
table purposes. There is no question that 
Florida was proper charitable benefici- 
ary, but Commissioner contended that 
estate liabilities made it too contingent 
as to what amount, if any, would be 
dedicated to charity. Under decedent’s 
will, income was permanently set aside 
for charity and was properly deducted 
by estate. Only where terms of will made 
it contingent whether charity would take, 
will deduction be questioned. However, 
mere threat of creditors’ claims tending 
to defeat charitable purpose will not 
nullify deduction of income as perma- 
nently set aside for charitable purposes. 
Rockland Oil Co., Transferee, 22 T.C.— 
No. 163, Sept. 30, 1954. 


Litigation costs were not deductible by 
taxpayer as non-business expenses. Tax- 
payer was income beneficiary under 
father’s trust. He also possessed remain- 
der interest in revocable insurance trust 
created by wife. Taxpayer and wife en- 
tered into separation agreement incident 
to divorce. Agreement provided for 
assignment of part of husband’s interest 
in father’s trust. Additionally, wife 
waived her right to revoke insurance 
trust. Subsequently, differences arose as 
to performance of agreement and trus- 
tees instituted suit against all parties for 
judicial instructions regarding the pro- 
priety of the parties’ actions. Attorneys’ 
fees and other expenses relating to this 
litigation were deducted by taxpayer. 
Commissioner assessed deficiency based 
on disallowance of these deductions. 


HELD: Commissioner sustained. Vari- 
ous expenses claimed a3 deductions were, 
by court order, payable from trust under 
which taxpayer had income interest. 
Though such expenses would indirectly 
reduce taxpayer’s interest, they were 
not direct obligations of taxpayer, nor 
did he satisfy them. Accordingly, no 
deduction is allowable. Remaining ex- 
penses were paid by taxpayer and de- 
ducted as ordinary expenses paid for 
the management and maintenance of 
property held for production of income. 
Taxpayer possessed remainder interest 
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in insurance trust created by father. 
Only expenses attributable’ to latter 
trust are deductible since directly affect- 
ing income of taxpayer. Since taxpayer 
did not offer evidence as to allocation 
of expenditures to each trust, none can 
be allowed. Wardwell! Jones, T.C. Memo 
1954—157, Sept. 22, 1954. 


Trust income not taxable to grantor 
under Clifford rule (1939 Code). Tax- 
payer created separate trusts for his 
two minor children. Trusts provided 
for accumulation of income until each 
child attained age 35, at which time dis- 
tribution would be made to them. Tax- 
payer appointed himself as trustee but 
had no power to alter, amend or revoke 
trust. During years in question, taxpayer 
used trust income for his own purposes, 
giving trust notes for amounts taken. 
Commissioner assessed deficiency con- 
tending that trust income was taxable 
to grantor under Clifford regulations. 


HELD: ' Commissioner overruled. 
Powers of management held as trustee 
were no different from those given to 
trustees generally and would not re- 
quire grantor to be taxable on trust in- 
come as substantial owner thereof. Use 
of trust income by trustee was not suffi- 
cient to tax income to grantor since all 
monies were repaid with interest. D. D. 
Query, T.C. Memo 1954-160, Sept. 28, 
1954. 


ESTATE TAX 


Partnership agreement controlled val- 
uation of deceased partner’s interest. 
Decedent entered into partnership agree- 
ment which provided that upon his 
death, his estate would be entitled to an 
amount equivalent to book value of his 


interest adjusted from last inventory 
date to date of death. Separate agree- 
ment provided that surviving partners 
would purchase decedent’s interest at 
death, payment to be made in unsecured 


installment notes in accordance with 
value agreed upon in partnership agree- 
ment. 


Insurance agreement was subsequently 
executed providing for purchase of in- 
surance on decedent’s life by remaining 
partners to be used to purchase his in- 
terest at death. Additionally, decedent’s 
right to sell partnership interest, during 
life, was restricted. Agreement provided 
that remaining partners would own and 
pay premiums on their respective poli- 
cies. Certain surviving partners were 
given option to purchase greater portion 
of decedent’s interest than remaining 
partners. At decedent’s death, executor 
reported book value of decedent’s part- 
nership interest for estate tax purposes. 
Since fair market value of partnership 
assets exceeded book value by $538,866, 
Commissioner assessed deficiency con- 
tending that fair market value of part- 
nership interest should be included in 
decedent’s gross estate. 


HELD: Commissioner overruled. Value 
of business interest may be fixed for 
estate tax purposes by enforceable agree- 
ment which limits decedent’s right to 
transfer interest during life and re- 
stricts available purchase price at death. 
Viewing three agreements’ together, 
these requirements were met and gross 
estate cannot include value for partner- 
ship interest in excess of amount re- 
ceived under agreement. Agreements 
cannot be considered as having effected 
transfer effective at death under Sec. 
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81l1(c) of 1939 Code since no transfer 
of any interest was made until after 
decedent’s death. Estate of Lionel Weil, 
22 T.C. No. 158, Sept. 27, 1954. 


Power of appointment over portion of 
trust does not qualify for marital de- 
duction. Decedent’s will created trust 
providing for distribution of income to 
wife. Upon her death, 2/3 of corpus was 
to be distributed pursuant to wife’s gen- 
eral power of appointment over such 
property. Remaining 1/3 was distributed 
according to will. Commissioner assessed 
deficiency contending that no part of 
trust corpus qualifies for marital deduc- 
tion since wife was not given power of 
appointment over entire corpus. 


HELD: Commissioner sustained. Pro- 
visions of Sec. 812(e) of 1939 Code are 
clear that marital deduction is not al- 
lowed unless wife receives income and 
power of appointment over entire trust 
corpus. Sec. 2056 of 1954 Code, allowing 
deduction for partial power of appoint- 
ment, has no retroactive effect. Court 
found it impossible to characterize will 
as creating two separate trusts, wife 
having power of appointment over entire 
corpus of her trust. Estate of Hoffen- 
berg, 22 T.C. No. 146, Sept. 17, 1954. 


United States Savings Bonds taxable 
as jointly held property. Decedent, with 
his own funds, purchased 37 savings 
bonds. Each was registered in co-own- 
ership form in his name and name of a 
relative. Subsequently, decedent deliv- 
ered each bond to respective co-owner. 
Under Treasury Regulations, either co- 
owner, without signature of other, can 
redeem bond and collect proceeds. Con- 
missioner assessed estate tax deficiency 
contending that redemption value of 
bonds, at date of death, was includible 
in decedent’s gross estate under Sec. 
811(e) of 1939 Code. 


HELD: Commissioner sustained. Fact 
that co-owner could redeem bond with- 
out consent of decedent is not determina- 
tive of case. This right is not equivalent 
to partition of jointly held property 
where right of survivorship is eliminated. }) 
Though possession was in another, dece- || 
dent still had right of survivorship, in |} 
that complete ownership would have 
vested in him upon survival of the co- | 
owner. This right is basis of taxability 
under Sec. 811(e) of 1939 Code. Estate 
of John J. Boogher, 22 T.C. No. 143, 
Sept. 16, 1954. 


Wife not taxable on transfer of com- 
munity property with reserved life 
estate. Decedent and husband, residents 
of Washington, entered into agreement 
converting all of husband’s_ separate 
property to community property. Sub- 
sequent thereto, a divorce was obtained. 
As part of property settlement, decedent 
and husband transferred part of com- 
munity property to trust giving decedent 


TRUSTS AND EsTATES 














incon 
Comr 
tendi 
inclu 
since 
trans 
servi 
of 1s 


HE 
1942 
(c) } 
propt 
made 
was | 
Since 
her o 
fer o 
prop 
prop 
Since 
made 
any 1 
trust 
Seat 
No. 














Es 
ation 
Dece 
holdi 
value 
one } 
year 
and 
exch: 
Code 
exch: 
prio 
disp< 

Se 
rate 
Sec. 
valu 
for | 
LR.E 


unde 
ify { 
wife 
whe} 
righ’ 
ing 


| deat 


tiall; 
of | 


| bequ 


tory 
as h 
his 

mar 
LR. 


mine 
poin 
stric 
pres 
crea 
limit 


Now 





‘ansfer 
after 


L Weil, 


tion of 
al de- 

trust 
me to 
1S was 
'S gen- 
such 
ibuted 
sessed 
rt of 
deduc- 
ver of 


. Pro- 
le are 
ot al- 
e and 
trust 
owing 
point- 
Court 
e will 
wife 
entire 
offen- 
‘. 


xable 
with 
vings 
-own- 
of a 
deliv- 
wner. 
r co- 
, can 
Com- 
iency 
e of 
idible 
See. 


Fact 
with- 
nina- 
alent 
perty 
ated. 
dece- 
p, in 
have 
2 C0- 
ility 


| 


state |) 


143, 


com- 

life 
lents 
ment 
irate 
Sub- 
ined. 
dent 
com- 
dent 


ATES 


income for life. Upon her death in 1945, 
Commissioner assessed deficiency con- 
tending that one-half of trust corpus is 
includible in decedent’s gross estate, 
since she is considered as having made 
transfer of one-half of trust corpus re- 
serving income for life under Sec. 811(c) 
of 1939 Code. 


HELD: Commissioner overruled. From 
1942 until amendment of 1948, Sec. 811 
(c) provided that transfer of community 
property shall be deemed to have been 
made by decedent only to extent transfer 
was derived from her separate property. 
Since wife had no separate property of 
her own, trust was created through trans- 
fer of husband’s separate property. This 
property was considered community 
property only by reason of agreement. 
Since decedent cannot be deemed to have 
made transfer in trust nor did she possess 
any taxable testamentary powers, none of 
trust corpus is includible in her estate. 
Seattle Trust and Savings Bank, 22 T.C. 
No. 149, Sept. 21, 1954. 


REVENUE RULINGS 


Estate Tax: Effect of corporate liquid- 
ation prior to optional valuation date. 
Decedent owned all stock of personal 
holding company. Executor elected to 
value estate on optional valuation date, 
one year from date of death. During one- 
year period corporation was liquidated 
and assets distributed to executor in 
exchange for stock. Sec. 811(j) of 1939 
Code provides that as to property “sold, 
exchanged or otherwise disposed of” 
prior to optional date, value on date of 
disposition is included in gross estate. 


Service rules that liquidation of corpo- 
rate stock constitutes disposition under 
Sec. 811(j). Accordingly, stock will be 
valued as of date stock is exchanged 
for corporate assets. Rev. Rul. 54-444, 
I.R.B. 1954-41, p. 13. 


Estate Tax: Bequests in lieu of rights 
under antenuptial agreement may qual- 
ify for marital deduction. Decedent and 
wife entered into antenuptial agreement 
whereby wife relinquished all marital 
rights in consideration of husband leav- 
ing her certain property at death. At 
death, decedent’s will gave wife substan- 
tially more property specifically in lieu 
of her rights under agreement. Such 
bequest, if complying with other statu- 
tory requirements, shall be considered 
as having passed from the decedent to 
his surviving spouse and qualifies for 
marital deduction. Rev. Rul. 54-446, 
I.R.B. 1954-41, p. 14. 


Gift Tax: Gifts of future interests to 
minors. Whether a legal guardian is ap- 
pointed or not, unqualified and unre- 
stricted gifts to minors are gifts of 
present interests regardless of disability 
created by local statutes. Only where 
limitations on present use and enjoyment 
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are placed on gifts will they be consid- 
ered future interests. Rev. Rul. 54-400, 
I.R.B. 38, p. 13. 


Gift Tax: Gifts of United States bonds 
did not qualify for marital deduction. 
Husband made gift of Series E and G, 
United States Savings Bonds by regis- 
tering bonds in name of wife and pay- 
able on her death to himself. 

Service rules that gift does not qualify 
for marital deduction since it is gift of 
terminable interest. Upon death of wife 
prior to redemption, bonds would revert 
to husband. Rev. Rul. 54-410, I.R.B. 
1954-39, p. 13. 


Estate Tax: In certain cases, executor 
may amend return and elect optional 
valuation date. Executor has right to 
amend estate tax return and elect to 
value estate as of one year from date 
of death, if amended return is filed with- 
in 15 months after date of daeth or 
within an extension period granted. 
However, executor may be estopped from 
such election depending on facts of par- 
ticular case. For example, executor 
would be estopped after execution of 
closing agreement or where he had been 
discharged from personal liability by 
reason of his request for prompt determ- 
ination of the tax. Rev. Rul. 54-4-15, 
I.R.B. 1954-41, p. 14. 


Estate Tax: Treatment of dividends 
paid after death. Dividends declared 
prior to death of decedent but payable to 
stockholders of record on a date after 
his death are not includible in decedent’s 
gross estate. However, where stock is 
being traded, ex-dividend, the amount of 
the dividend should be added to the 


quotation to ascertain fair market value, 
Rev. Rul. 54-399, I.R.B. 38, p. 13. 


Estate Tax: Canadian stock is not 
subject to tax in estate of non-resident 
alien. Under United States-Canada Tax 
Convention, shares of stock have their 
situs in place of incorporation and not 
where shares are located. Accordingly, 
Service rules that upon death of Canadian 
citizen and resident, shares of Canadian 
stock are not subject to estate tax since 
not deemed to be located within the 
United States. Rev. Rul. 54-407, I.R.B. 
1954-38, p. 20. 


Gift Tax: Gifts of remainder interests. 
Taxpayer possessed a vested remainder 
interest in property subject to life es- 
tate. He made absolute conveyance of 
remainder to his son. Transfer was gift 
of future interest and no annual exclu- 
sion is allowed. Rev. Rul. 54-401, I.R.B. 
1954-38, p. 14. 


Gift Tax: Date of valuation for gift 
of stock. Where certificate is endorsed and 
physically delivered to donee, gift is 
complete on that date. Date when stock is 
transferred on books of corporation is 
immaterial. Telegraphic Ruling. Sept. 2 


Income Tax: Employees’ Trust may 
qualify with restricted right to designate 
beneficiaries. 


Service rules that Rev. Rul. 33 is 
modified and P. S. 19 is revoked. Em- . 
ployees’ plan may qualify even if his 
estate, dependents or natural objects of 
his bounty are designated by the plan 
as beneficiaries, the employee’s right to 
designate beneficiaries being otherwise 
restricted. Rev. Rul. 54-398, I.R.B. 1954- 
38, p. 12. (See this issue, page 996.) 





Our extensive banking 
and trust facilities . . 


... are designed to serve every need of the 
individual or corporation in the conduct of 
financial matters. We invite your inquiry 
whenever our services may be helpful. 
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CURRENT LITERATURE NOTES 


Books 


Estate Planning Quick Reference Out- 
line 

WILLIAM R. SPINNEY. Commerce Clearing 

House, Inc. (214 N. Michigan Ave., Chicago 1; 

88 pp. $1) 

This second edition of a very useful 
manual was occasioned by the enactment 
of the Internal Revenue Code of 1954. 
After brief description of estate planning 
purposes and procedures, including the 
estimating of tax and other death costs, 
Mr. Spinney devotes two chapters to dis- 
cussion of asset conservation and tax 
minimization, with illustrative applica- 
tions. The booklet is basic and under- 
standable to the layman. 


Profit Sharing Patterns 


P. A. KNOWLTON. Profit Sharing Research 
Foundation, 1322 Chicago Ave., Evanston, IIl. 
144 pages. $10.50. 


These studies have been made avail- 
able to students and business executives 
in order to furnish factual information 
with the hope of contributing to the 
orderly development of profit sharing 
practice. The study includes 300 com- 
panies and encompasses three types of 
plans: cash plans, deferred plans and 
combination plans. 


Companies sharing profits before taxes 
outnumber those sharing after taxes. 
Newer plans tend to have longer waiting 
periods, especially where employee age 
has a bearing on eligibility. Plans to 
which the employees contribute are more 
characteristic of large companies than 
of small. Profits are distributed most 
often on the basis of how much employees 
earn, It usually takes a number of years 
before the employee is entitled to em- 
ployer money credited to his account. 


94% of the employees work for com- 
panies whose executives rate their plans 
successful. Negative ratings were blamed 
on: faulty cummunication; small profits; 
payments or credits too small to be im- 
pressive. 


“Profit Sharing Patterns” will be 
especially useful to trust officers who ad- 
vise business in formulating new (or re- 
vising old) profit sharing plans. 


ARTICLES 


Solution to Problems of Gifts of Stock 
to Children 

G. KEITH FUNSTON. Commercial & Financial 

Chronicle, Oct. 7, 1954 (25 Park Pl., New York 

7; 40c) 

The president of the New York Stock 
Exchange here reveals that the Ex- 
change has prepared a draft statute to 
overcome the legal and administrative 
difficulties attendant on gifts of securities 
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to minors.Under the suggested law stocks 
could be registered in the name of a 
minor, with a custodian’s name also in- 
scribed on the certificate. 


(In the Sept. 2nd issue of the Chron- 
icle, Leroy E. Rodman points out how 
the new tax law’s extension of the annual 
exclusion to certain types of trusts for 
minors opens up opportunities for the 
Exchange’s Monthly Investment Plan.) 


Community Pronerty: A Guide for 
Lawyers and Students of Forty 
States 
ELMER M. MILLION. Missouri Law Review, 
June 1954 (Columbia, Mo.; $1) 

Lawyers in non-community property 
states will find this article a useful sum- 
mary of the kind of problems and dis- 
tinctions existing in the eight community 
property jurisdictions. 


Will Your Business Die With You? 


EDWARD L. SCHWARTZ. Harvard Business 
Review, Sept.-Oct. 1954 (Cambridge, Mass.; 
$2) 

Here is a very comprehensive discus- 
sion of the problems and possible solu- 
tions facing the sole proprietor, partner 
or close corporation stockholder with re- 
spect to the fate of his business interest 
at death. 


Life Insurance and Annuities under 
Internal Revenue Code of 1954 
ROBERT B. NATHAN and JOHN S. PEN- 
NISH. Journal of Chartered Life Underwriters, 
Fall 1954 (3924 Walnut St., Philadelphia 4; 
$1.50) 

This is a convenient compilation of the 
changes made by the new tax law as they 
affect life insurance and annuities other 
than qualified employee plans. As to each 
section, the authors give first its pur- 
pose, then the old law and finally the 
present rule. 


Some Murky Blessings of the New 
Tax Code 


ROBERT J. LAWTHERS. C.L.U. Journal (see 

above) 

Abolition of the premium payment test 
for estate taxation of insurance proceeds, 
long sought by the industry, will actually 
be regretted according to the author, a 
noted home office man. Companies will 
be faced with rewriting existing business 
and agents will find some of theirs re- 
written by others. Eventually, a more 
onerous tax may be imposed. Other prob- 
lems continued or raised by the 1954 
Code include contemplation of death on 
transfers of insurance or payment of 
premiums, reversionary interests, re- 
covery-of-cost rule on annuities, spouse’s 
annual tax-free exclusion under a fixed- 
amount option, election of annuity op- 
tion within 60 days after maturity or 
surrender, and certain exchanges. 


39 G.S.B. Theses Approved 


Thirty-nine bankers from fifteen 
states, members of the class of 1954 of 
the Graduate School of Banking at Rut- 
gers University, have had their theses 
approved for permanent placement in 
the libraries of the American Bankers 
Association, Rutgers University, and the 
Graduate School of Business Admin- 
istration at Harvard University. Those 
of special interest to trustmen are: 


“Microfilming in the Preservation and 
Destruction of Trust Department Rec. 


ords” by Leslie H. Cavanaugh, assistant } 


trust officer, Colorado National Bank, 
Denver; 


“Farm Property as a Trust Asset in 
Middle Georgia” by Ned E. Crowe, as- 
sistant trust officer, First National Bank 
& Trust Co., Macon, Ga.; 


“Settlement of Death Taxes in Penn- 
sylvania” by Henry C. Farr, assistant 
trust officer, Provident Trust Co., Phila- 
delphia; 

“Deferred Profit-Sharing Plans as a 
Substitute Souree of Retirement Benefits 
for Small Enterprises” by Conrad H. 
Hines, assistant secretary, Old Colony 
Trust Co., Boston; 


“Turnipike Revenue Bonds as Trust 
Investments” by Russell Lamon, trust in- 
vestment officer, Provident Trust Co., 
Philadelphia; 

“A Corporate Trustee’s Retention of 
Its Own Stock in its Trust Accounts” by 
Robert C. Lee, trust officer, Chicago Title 
& Trust Co.; 


“Pennsylvania School Authority Rev- 
enue Bonds” by Thomas E. Longden, as- 
sistant trust investment officer, Pennsyl- 
vania Company for Banking & Trusts, 
Philadelphia ; 

“Amortization ef Bond Premiums by 
Massachusetts Trustees” by John P. Mul- 
lally, assistant auditor, Old Colony Trust 
Co., Boston; 


“Problems of the Executor Arising 
Out of the Marital Deduction Law” by 
Robert G. Mullen, assistant secretary, 
Continental Illinois National Bank & 
Trust Co., Chicago; 


“A Cost Analysis of the Principal | 


Methods of Financing Pension Plans” by 
Joseph F. Myles, assistant trust officer, 
Guaranty Trust Co., New York; 


“Charitable Foundations for Business 
Corporations” by F. Frith Pickslay, Jr., 
assistant trust officer, Guaranty Trust 
Co., New York; 


“The New York Corporate Fiduciary 
Administering the Estates of Mentally 
Incompetent Persons” by Raymond H. 
Sampson, assistant trust officer, City 
Bank Farmers Trust Co., New York; 

“Oil Interests in Estates and Trusts” 
by Kenneth N. Sloan, assistant trust of- 
ficer, Liberty National Bank & Trust Co., 
Oklahoma City. 
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Committee Chairmen 
Named for Bar 
Trust Section 


Chairman Rush H. Limbaugh, Cape 
Guardian, Mo., of the American Bar As- 
sociation’s Section of Real Property, Pro- 
bate and Trust Law, has announced the 
appointment of the following committee 
chairmen: 


fifteen 
954 of 
t Rut. 
theses 
ent in 
ankers 
nd the 
i\dmin- 
Those 





To Cooperate with National Confer- 
ence of Commissioners on Uniform State 


m and 
Laws: Harold L. Reeve, Chicago. 


> Ree. 







‘istant | Extension of Section Activities: Wil- 
Bank, | jiam A. Lane, Miami. 
Rules Against Perpetuities: Charles 





set in 
fe, as- 
Bank 


Looker, New York. 





Supreme Court Rule to Govern Con- 
demnation Cases: Harold L. Reeve, Chi- 
cago. 







Penn- 
istant 
Phila- 





Membership: Emerson R. Lewis, Chi- 


cago. 






Acceptable Titles te Real Property: 
Charles F. Grimes, Chicago. 
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Current Literature Relating to Real 
Property Law: William F. Fratcher, 
New York. 


Improvement of Conveyancing and Re- 
cording Practices: John C. Payne, Uni- 
versity, Ala. 
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Planning and Developing Metropolitan 
Communities: Allison Dunham, Chicago. 





on of 
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Significant Decisions on Real Property 
Law: D. W. Ogilbee, Casper, Wyo. 







State and Federal Legislation Affect- 
































Rev-] . , 

* “4 ing Real Property: David E. Horn, St. 

‘ Louis. 

insyl- 

rusts, Fees and Commissions in Probate Pro- 
ceedings: Vincent Cullinan, San Fran- 

is by | “i8¢O- 

Mul. Improvement of Judicial Control of 

Trust | Guardianship Proceedings: Maxine Vir- 
tue, Ypsilanti, Mich. 

ising Improvement of Probate Procedure: 

”? by | Christian M. Lauritzen, III, Chicago. 

tary, Simplification of Security Transfers by 

k &] Fiduciaries: A. F. Conard, Urbana, Ill. 

| Accountability of Trustees of Char- 

cipal | itable Trusts: James O. Wynn, New 

3” by |} York. ' 

ficer, ’ 

Changing Concepts of Trust Invest- 
ments: Clarence D. Jennett, Chicago. 
e~ Pension and Profit-Sharing Trusts: 
ty. Gordon T. Wallis, New York. 

. Significant Trust and Probate De- 
— cisions: Paul E. Iverson, Los Angeles. 
tally State and Federal Taxation: A. R. 
se Kimbrough, Los Angeles. 

City Draftsmanship: Wills and Trusts: 
3 William J. Bowe, Nashville. 

ists” State Legislation Affecting Trusts and 
t of- Estates: P. Philip Lacovara, New York. 
Co., 


Trust and Probate Literature: Austin 
W. Scott, Jr., Boulder, Colo. 
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PARTICIPANTS AT NEW SCHOOL FORUM ON ESTATE PLANNING 
P. Philip Lacovara, Alex Hamburg, Milton Young, Leo E. es 


Eugene P. Walsh, Robert S. Holzman, Robert R. Onderdonk. 


Planning Merriwell’s Estate 


Members of the estate planning fra- 
ternity in record numbers turned out 
on September 25 for the eleventh annual 
forum of the Solomon Huber Associates 
sponsored jointly this year with the New 
School for Social Research in New York. 
Reflecting the current great interest in 
changes in estate planning techniques 
and procedures brought about by the 
Internal Revenue Code of 1954, almost 
300 lawyers, trust officers, accountants, 
and life underwriters from this country 
and Canada attended the all day semi- 
nar. 


An expert panel analyzed the $325,- 
000 estate of Frank Merriwell and re- 
viewed the means by which he might 
accomplish his objectives. His estate in- 
cluded a 50% stock interest valued at 
$100,000 in a close corporation, and, 
since meeting his estate objectives neces- 
sitated the use of several trusts, prac- 
tically every estate planning device was 
introduced. Milton Young, New York 
tax attorney, played the dual role of 
moderator and commentator replacing 
Mr. Huber in the former capacity due 
to the latter’s illness. 


The Merriwell estate report was pre- 
pared and analyzed by Leo E. Leichter, 
trust officer and assistant vice president 
of the Federal Trust Co., Newark; 
Eugene P. Walsh, attorney and editor 
of C.L.U.’s Query; and Dr. Robert S. 
Holzman, professor of taxation at the 
N.Y.U. graduate school of business ad- 
ministration, who concentrated on re- 
tirement planning and the various pos- 
sible stock transactions open to Mr. 
Merriwell. Robert R. Onderdonk, presi- 
dent of Estate Planning Corp., spoke 
on the philosophy of estate planning 
emphasizing particularly the problems 
of multi-million dollar estates. 


P. Philip. Lacovara, managing editor 
of Trusts AND Estates, Alex M. Ham- 


burg, New York tax attorney, and Mr. 
Young, conducted a critique of the 
views of the panel, querying ‘the plan- 
ning recommendations, and offeting 
suggestions, thereby bringing out points 
of law and methods of operation not 
previously mentioned or reviewed in 
detail. 


As a result of the estate planning a 
10% savings equivalent to $41,000 was 
arranged for Mr. Merriwell’s estate. The 
meeting concluded with a question and 
answer session during which procedures 
possible under the new and old tax laws 
were compared, with emphasis on the 
premium payment test for estate tax 
purpose, pension and retirement plan 
tax revisions, the $5,000 employee death 
benefit, annuity taxation, the transfer 
for value rule, and new rules for the 
taxation of trusts. 


Complete transcripts of the meeting 
are available for $2 from Consolidated 
Reporting Co., 303 Fourth Avenue, New 
York City. 


As AA 
AIB Trust Text Revised 


The former American Institue of 
Banking textbook — Trust Business I — 
has been revised, brought up to date, and 
published under the new title of Trust 
Department Services. The revision was 
supervised by the Committee on Trust 
Education of the American Bankers 
Association, headed by Clarence D. 
Cowdery, vice president of Boatmen’s 
National Bank of St. Louis, assisted by a 
group of contributing editors. The same 
general arrangement of topics has been 
followed, but with alterations of the text 
where needed to meet changed conditions 
of trust department operations. 


a. 478 


William S. Turner, vice president, and 
Frank F. Selfridge, assistant secretary, 
have marked their 25th anniversaries 
with NoRTHERN TRUST Co of Chicago. 
Both are in the trust department. 
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RECENT FIDUCIARY DECISIONS 


ACCOUNTING — Provisions in Trust 
Indenture for Settlement of Trus- 
tees’ Accounts by Settlor Alone are 
Effective as Against Remainder- 
men — Settlorss Approval Blocks 
Trustees’ Application for Judicial 
Settlement 


New York—Supreme Court, Westchester Co. 
Matter of Gilchrist, N.Y.L.J., Sept. 9, 1954. 


By the trust indenture, signed on 
December 20, 1945, the grantor reserved 
the income of the trust for her life. She 
gave to the trustees power, in their ab- 
solute discretion, to pay her upon her 
request all or any part of the principal. 
She also reserved power to amend or 
revoke the trust with the consent of the 
trustees. It was provided: 


“The Grantor, while living, shall have 
full power and authority at any time and 
from time to time to examine and approve 
the acts and proceedings and accounts of 
the Trustees hereunder, and the approval 
thereof by the Grantor by an instrument 
in writing delivered to the Trustees or 
Trustee then acting, executed and acknowl- 
edged by the Grantor in form entitled to 
be recorded in the State of New York, 
shall be binding and conclusive upon any 
and all of the persons interested absolutely 
or contingently in this trust, and shall con- 
stitute a valid and effective release of the 
Trustees, and their heirs, executers and 
successors in office, with respect to all 
of the acts and proceedings of the Trustees 
in the administration of the trust, with all 
and the same force and effect as a decree 
of a court of competent jurisdiction judi- 
cially settling the accounts of the Trustees 
and discharging them from any and all 
liability with respect to their administra- 
tion of the trust.” 


In December of each year the trustees 
submitted to the grantor a copy of their 
account for the current calendar year 
and for each year (except 1952 and 
1953) the grantor signed a receipt for 
the payments made to her during that 
year and a certificate of approval of the 


account. In December of 1952 and 1953 
accounts were submitted with requests 
for such receipts and certificates of ap- 
proval — which the grantor failed to 
complete. Accordingly the trustees filed 
an accounting for judicial settlement, 
covering their transactions for the eight 
years from the beginning of the trust 
to the end of 1953; the account as filed 
showed an unpaid liability to the trus- 
tees’ attorneys of $4,000 “for profes- 
sional services rendered in this proceed- 
ing.” On the day before the grantor was 
served with the order requiring her to 
show cause why the account as filed 
should not be judicially settled, there 
were delivered to the trustees the re- 
ceipts and certificates of approval for 
1952 and 1953. The grantor moved to 
dismiss the proceeding on the ground that 
she had effectively approved the ac- 
counts. A special guardian, representing 
infant remaindermen, contended that the 
remaindermen, despite the broad lan- 
guage of the quoted clause, had the right 
to a judicial review of the trustees’ acts, 
particularly their discretionary acts in 
permitting the grantor to withdraw prin- 
cipal. 


HELD: The interests of the remain- 
dermen are subject to all lawful limita- 
tions imposed by the grantor. The quoted 
clause was broad enough to subordinate 
the interests of the remaindermen to any 
withdrawals of principal or amendment 
or revocation to the trust as well as 
everything else that might be disclosed 
in any account of the trustees which the 
grantor approved. 


By the quoted clause the trustees were 
not restricted to settlement of their ac- 
counts by way of the settlor’s approval. 
During any time while the grantor had 
not exercised or made a reasonable effort 
to exercise her power under the quoted 
clause the trustees could proceed as if 
the quoted clause had never been in the 
indenture. When she delivered her ap- 
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provals for 1952 and 1953 she could stop 
further proceedings because then the 
1952 and 1953 accounts were also ap- 
proved. But she could not thus undo what 
her neglect had theretofore brought 
about. The proceeding for judicial set. 
tlement was instituted in good faith in 
the belief that the grantor’s approvals 
for 1952 and 1953 were not forthcoming, 
There is no regulation by statute or de- 
cision as to how often trustees of inter 
vivos trusts may account in New York, 
But since annual applications for the 
settlement of accounts of testamentary 
trustees are usually entertained, after 
the lapse of one year the trustees had 
the right to seek a judicial discharge if 
they could not obtain one from the 
grantor (italics supplied by court). 


The trustees’ proceeding is discontin- 
ued but a reasonable allowance is to be 
paid to the trustees’ attorneys for pre- 
paring the 1952 and 1953 acceunts and 
their other services in the proceeding. A 
reasonable allowance to the special guar. 
dian is also ordered. 


NOTE: The court observed that about 
the only authorities relating to validity 
of provisions by which trustees’ accounts 
could be informally approved out of 
court were Application of Central Han- 
over Bank & Trust Co. (Momand), (176 
Mise. 183, 26 N.Y.S., 2d, 924, aff’d with- 
out opinion 288 N. Y. 608) and Appli- 
cation of Fifth Avenue Bank of New 
York (75 N.Y.S. 2d, 888), not officially 
reported. 


Bar RELATIONS — Bank Enjoined 
from Drawing Wills and Represent- 
ing Itself in Fiduciary Proceedings 


Arkansas—Supreme Court 


Arkansas Bar Association v. Union National 
Bank, Law Reporter, Vol. 98, No. 14 (Oct. 11, 
1954). 


This suit was instituted to enjoin the 
bank from engaging in the unauthorized 
practice of law. The bank has two full 
time employees who are licensed attor- 
neys and who look after all trust and 
estate matters. Generally speaking, these 
attorneys prepare all related orders, pe 
titions, and other instruments, and make 
all necessary presentations of the same 
in the Probate and Chancery Courts. 


The decree of the Chancellor perma- 
nently restrained the bank from: 


“1, The drafting, re-drafting or modi- 
fication.of wills or other testamentary it- 


“2. The preparation of motions, 
pleadings or other instruments to be 
filed in court and the appearing in court 
on behalf of any beneficiary of a fidu- 
ciary estate, any co-trustee, co-executor; 
co-administrator or other person other 
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than the defendant itself, either in its 
individual or in some fiduciary capacity. 


“3. The advising of any persons as to 
natters of law other than the defendant 
tself, either in its individual or in some 
jduciary capacity.” 


The decree refuses to restrain appellee 
vom probating “. . . a will when it 
jas been named executor therein, the 
reparation of notices, inventories, ac- 
ounts, motions, precedent for orders, and 
ill other pleadings and instruments 
which are required to be filed in probate 
sourt or chancery court, or which be- 
some necessary or advisable in the ad- 
ninistration of an estate or trust, 
whether the defendant be acting as ex- 
sxcutor, administrator, guardian for an 
ncompetent, or otherwise in a trust re- 
ationship.” 


HELD: Affirmed as to 1, 2 and 3; re- 
versed as to last quoted paragraph. 


1. Corporations cannot practice law. 
Yor can the corporation do indirectly 
what it is forbidden to do directly. The 
‘act that any officer or employee shall 
xe a regularly admitted attorney at law 
shall not be held to allow any such cor- 
»oration to do the acts prohibited. 


2. An individual who is not a licensed 
ittorney can appear in the courts and 
ngage in what is commonly conceded to 
de practicing law provided he does so 
for himself and in connection with his 
own business. A corporation may also 
represent itself in connection with its 
own business or affairs in the courts of 
this state provided it does so through 
a licensed attorney. The attorney repre- 
senting a corporation may be a full time 
employee of the bank. 


3. A trustee or personal representa- 
tive does not act for himself. An indi- 
vidual or a corporation such as the bank 
is not looking after its own business, 
when, acting in a fiduciary capacity, it 
undertakes to use the processes of the 
courts in administrating and settling the 
affairs of its cestui que trust. A ,>-rson 
who is not a licensed attorney and who 
is acting as an administrator, executor 
or guardian cannot practice law in mat- 
ters relating to his trusteeship on the 
theory that he is practicing for himself. 
We hold specifically that a bank, al- 
though acting through an employee who 
is a licensed attorney, cannot practice 
law in the Probate and Chancery Courts 
on the theory that it is handling its own 
business. 


4. Invoking the process of a Court of 
Record amounts to practicing law. 


5. The practice of law is regulated 
by the judiciary. As a corollary to this 
principle, it follows that in this state the 
judiciary would also have the right to 
say what constitutes the practice of law. 


6. We are in entire agreement with 
the Chancellor when he stated that the 
reputation of the Union National Bank 
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is beyond question and that its attor- 
neys are recognized as outstanding in the 
field of probate and trust law, and that 
the past record of the Bank indicates 
that all trust matters entrusted to its 
care by the public have been and will be 
in safe and competent hands. 

The Chancellor’s “Opinion” enumerated 
the specific activities which were alleged 
to constitute the unlawful practice of 
law as follows: “Drafting and prepara- 
tion of trust agreements; The giving of 
advice as to the law in connection with 
estates and trusts; The preparation and 
filing of pleadings, motions, orders and 
other instruments in Probate and Chan- 
cery Courts and the appearing in those 
courts in connection with estates, guar- 
dianships and trusts; The drafting and 
preparation of contracts, leases, notes, 
mortgages, deeds, bills of sale and other 
papers in connection with the handling 
of property comprising a part of fidu- 
ciary estates; Advertising itself publicly 
as being engaged in the practice of law.” 

We agree with the Chancellor that 
these activities amounted to “practicing 
law.” The Chancellor found that appellee 
regularly advertised its services as trus- 
tee, etc., where it was specifically recom- 
mended to the readers that the public 
consult with their attorneys though the 
bank did not hold itself out as being 
authorized to perform legal services in 
general. The Chancellor refused to enjoin 
appellee from so advertising, but we 
think this was error. Since it will now 
be necessary for appellee to employ an 
outside attorney in the situations here- 
tofore presented we can see no necessity 
for it to advertise the services of an 
attorney. 


CLaims — Action for Property Dam- 
age and Funeral Expenses Survives 
Decedent 


Colorado—Supreme Court 
Kling v. Phayer, Sept. 7, 1954. 


FACTS: An action by the administra- 
trix for damages caused to the automo- 
bile of the deceased, arising out of a col- 
lision caused by the negligence of de- 
fendant and for the funeral expenses 
of the deceased. The negligence of the 
defendant was clearly established. De- 
fendant defended the action on the 
ground the action was abated under the 
statute, which provides that all actions 
in law whatsoever save and except ac- 
tions on the case for slander or libel, or 
trespass for injuries done to the person, 
and actions brought for the recovery of 
real estate, shall survive to and against 
executors, administrators and conserva- 
tors. 

HELD: The action is not barred by 
this statute. Neither the damages to the 
automobile nor the funeral expenses are 
on account of injuries done to the person, 
but both are a diminution of decedent’s 
estate separate and apart from personal 
injuries and are not abated. 





DISTRIBUTION — Determination of 
Degree of Kinship Entitled to 
Share Husband and Wife’s Prop- 
erty 

Oklahoma—Supreme Court 
In re Felgar’s Estate, 272 P. (2d) 453. 


H & W acquired property during cover- 
ture. H died first, intestate and W suc- 
ceeded to all the property, the couple 
being childless. Then W died intestate. 
The closest relatives cf the wife were 
first cousins, but some first cousins had 
predeceased W leaving issue surviving. 
The primary question was: Do the sur- 
viving first cousins of W take to the ex- 
clusion of the children of deceased per- 
sons standing in the same degree of kin- 
ship to decedent? 


The statutory provisions to be con- 
strued are Subdivisions 2, 5 and 6 of 
Title 84 O.S. 1951 Section 213. Sub- 
division 2 provides for disposition where 
a spouse and a father or mother, or a 
spouse and a brother or sister (or a 
nephew or a niece) survive and adds a 
proviso that “in all cases where the 
property is acquired ... by husband and 
wife during coverture and there is no 
issue, the whole estate goes to the sur- 
vivor at whose death, if any of the said 
property remain” one-half shall go to the 
heirs of the husband and one-half to the 
heirs of the wife “according to the right 
of representation.” 
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Subdivision 5 provides: “If the de- 
cedent leaves a surviving husband or 
wife, and no issue and no father nor 
mother, nor brother, nor sister, the whole 
estate goes to the surviving husband or 
wife.” 


Subdivision 6 provides that where the 
decedent leaves no spouse, parent or 
brother or sister, the estate goes to next 
of kin in equal degree. 


H left one person who could qualify 
as an heir if the property was subject 
to the proviso of Subdivision 2. The lower 
court awarded one-half of the property 
to this heir and the balance to the first 
cousins to the exclusion of “second cou- 
sins” (children of deceased first cousins). 


HELD: Affirmed. The lower court’s de- 
cision that Subdivision 5 did not apply 
to property left by H, since that proper- 
ty was acquired by H and W during 
coverture, was sustained. H’s property 
passed to W under the proviso of Sub- 
division 2. Then, the majority said that 
the heirs of W must be determined under 
Subdivision 6, and that the first cousins 
were closer in degree of kinship and thus 
took to the exclusion of the “second cou- 
sins.” 


Thus, the majority held that, upon H’s 
death, Subdivision 2 applied and W re- 
ceived all the property, but, upon W’s 
death, property W received from H which 
she held at the time of her death went 
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one-half to the heirs of H and one-half 
to the heirs of W, and the heirs of W 
are to be determined under Subdivision 
6. Even if Subdivisions 2 and 6 are con- 
strued together, the phrase in Subdivision 
2, “according to the right of representa- 
tion” is not equivalent to the phrase 
“per stirpes,” but means the persons or 
classes designated by the statute on de- 
scent and distribution as heirs. 


GUARDIANSHIP — Liability of Deposi- 
tary of Funds 


California—District Court of Appeal 

Central Bank v. Superior Court of Alameda 

County, 127 A.C.A. 562 (Sept. 17, 1954). 

The mother of a minor was appointed 
by the Superior Court as guardian of his 
estate. There came into her hands some 
$4,000 in cash which was ordered by the 
Court to be deposited in Central Bark 
in a savings account, in the name of the 
guardian as trustee, to remain there 
until the minor attained age 21 or until 
further order of the Court. No copy of 
this order was furnished the bank, but 
on the back of the check transmitting 
the $4,000 the substance of the order 
was typed. The guardian thereafter, 
without any order of court, withdrew 
the funds and dissipated them. The Supe- 
rior Court judge announced he would 
find that the Bank held $4,000 for the 
minor’s account, The present case was a 
petition for a writ of prohibition to pro- 
hibit the making of the order. 


HELD: .Writ denied. Although it is 
recognized that the Court in the guard- 
ianship matter has no jurisdiction to 
adjudicate a conflicting claim between 
the bank, a stranger, and the minor, 
there is an exception to the effect that 
title may be tried between the estate 
and those in privity with the estate. The 
bank was in the latter category, having 
received the funds with notice of the 
Court order. 


JOINT TENANCY — Certificates of De- 
posit Do Not Pass to Survivor 


Pennsylvania—Supreme Court 
Elliott Estate, 378 Pa. 495. 


Decedent left in his safe deposit box 
eleven certificates of deposit on which 
appeared the decedent’s name and the 
name of a brother on ten of them, and the 
name of his sister on the remaining one. 
On some of them, they were designated 
as joint tenants with right of survivor- 
ship and on some, they were designated 
as joint owners, payable to either and 
after death of one, to the survivor. The 
surviving party on each of the certifi- 
cates claimed the certificates from the 
executor, but their claims were disallowed 
by the lower court. The claimants ap- 
pealed. 


HELD: Affirmed. The language of the 
certificates does not conclusively estab- 


lish that the survivor is the owner of the 
fund. As in the case of a savings deposit 
book, inquiry must be made concerning 
the surrounding circumstances when the 
certificate was obtained. When a bank 
account is opened with decedent’s own 
money and the effect of the language 
used is to confer upon the other party 
only the right to withdraw money, there 
is no inter vivos gift with right of sur. 
vivorship. There is here neither a writ- 
ing signed by the parties nor proof of an 
agreement expressing the intention to 
vest by assignment, a present joint in- 
terest in the certificates with right of 
survivorship. No valid inter vivos gift 
has been proved. Obviously, decedent did 
not intend the other parties to receive 
these funds until after his decease. Such 
attempted disposition, being testamen- 
tary, was rendered inoperative by the 
execution and probate of his will. 


TuRISDICTION — Collateral Attack on 
Probate Decree Denied 


Minnesota—Supreme Court 

Stumer v. Hibbing General Hospital, 65 N.W. 

(2d) 609. 

A special administrator of decedent’s 
estate was appointed. Thereafter dece- 
dent’s will was found naming plaintiff, 
his brother and a South Dakota resident, 
as executor. Defendants’ attorneys had 
plaintiff sign a blank petition for probate 
of the will and his appointment as execu- 
tor, which was later completed by the 
defendants, but the petition as completed 
falsely stated plaintiff was a resident of 
St. Louis County, Minnesota, and was 
acknowledged before a Minnesota notary 
while in South Dakota. After the special 
and general administrations were com- 
vleted, plaintiff brought this action in 
District Court against defendants to re- 
cover attorney’s fees for both the spe- 
cial and general administrations and for 
alleged unnecessary expenses on the 
ground that the probate court was with- 
out jurisdiction due to the defective peti- 
tion and that defendants practiced fraud 
in inducing payment to them of the fees 
and expenses. The District Court entered 
summary judgment adverse to plaintiff. 


HELD: Judgment affirmed. An order 
of the probate court adjusting and set- 
tling the final account of the representa- 
tive of the estate of a deceased person 
has the status of a judgment and, as 
such, it is not subject to collateral attack 
even for fraud. A judgment may he at- 
tacked and set aside on the ground of 
fraud only by a direct proceeding in the 
same action. Despite the irregularities 
and misstatements of fact, the petition 
was proper on its face, and therefore 
sufficient to confer jurisdiction. Since the 
court had jurisdiction, its judgm-nts 
allowing the final accounts and discharg- 
ing the representatives are not subject 
to collateral attack. 
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lirE TENANT & REMAINDERMAN — 
Life Tenant with Power to Sell or 
Consume Held Not Empowered to 
Make Gift 


Tennessee—Court of Appeals (Western Section) 
Black v. Pettigrew, 270 S.W. (2d) 196 


Testator left all of his property to his 
"ife for life and provided that she should 
ave power “to enjoy (it) in any way 
he may deem proper, also she may sell 
r dispose of any or all of my realty as 
he may desire.” Provision was made for 
he disposition of the remainder, if any, 
tpon her death. During her lifetime, the 
vidow gave away certain portions of the 
rwalty in the estate and made sales of 
ertain other tracts. In the present pro- 
eeding brought to set aside her con- 
\eyances, the trial court held that the 
vidow was without power to make gifts 
inder the above provisions of the will, 
tut did have power to make sales. 


HELD: Affirmed. While this is a case 
£ first impression in Tennessee, it is 
vell settled in other jurisdictions that 
4 power to sell or consume by a life 
enant does not carry with it a power 
o make gifts of the corpus. In the 
present case, testator made his widow 
he principal object of his bounty, but 
he also provided for the remaindermen, 
and obviously did not intend that the 
widow could make gifts of the corpus 


jand thereby cause the property to de- 


volve in a different manner. He did 
empower her to make sales, even if such 
sales were for her own support. Since 
she was the sole judge of the necessity 
of selling the property for her support, 
her sales must be upheld. 


Because certain of the donees of the 
gifts from the widow held powers of 
attorney from her and thereby stood 
in a fiduciary relationship with her, a 
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presumption of fraud arises, and a con- 
structive trust will be imposed against 
them in favor of the remaindermen. 


Livinc Trusts — ‘Trusts Invalid 
Where Settlor Retained Absolute 
Control During His Lifetime 


Illinois—Appellate Court 
Farkas v. Williams, 3 Ill. App. (2d) 248. 


Decedent executed four declarations of 
trust with respect to certain stock dur- 
ing his lifetime, naming himself as trus- 
tee. Under the trust instruments decedent 
provided that any of the stock held in 
the trusts at his death was to vest in a 
designated beneficiary as the beneficiary’s 
absolute property and reserved the right 
as trustee to deal with the stock in any 
manner, the right to receive proceeds 
from sale of the stock as his absolute 
property, and the right to change the 
beneficiary or to revoke the trust at any 
time. The administrators of decedent’s 
estate challenged the validity of the 


‘trusts on the ground they were testa- 


mentary dispositions which had not been 
executed in conformity with the require- 
ments of the Statute Wills. 


HELD: The lower court’s decree in 
favor of the administrators is affirmed. 
Since the decedent had reserved absolute 
dominion of the trust principal and in- 
come during his lifetime and was entitled 
to receive proceeds of sale as his abso- 
lute property, no enforceable obligation 
to the beneficiary was created. The trust 
principal was to be distributed outright 
to the designated beneficiary at the time 
of the decedent’s death, distinguishing 
other court decisions reaching a contrary 
result on the ground such decisions deal 
with trusts in which a designated trustee 
had affirmative duties to perform after 
the death of the grantor. Valid trusts 


had not been created because there was 
no equitable obligation which could be 
enforced by the designated beneficiary. 


PowErRs — Limitations — Trustee 
with Broad Powers Could Fix Price 
of Assets 


United States—Court of Appeals, Third Circuit 
Robinson v. Chance, 213 Fed. (2d) 834. 


In 1938, defendant acquired all the 
stock of an insolvent corporation for 
$5,000. He created a trust of the 
stock, the beneficial interests being repre- 
sented by units — one for each share. 
He issued a majority of the units to 
himself and the balance to key em- 
ployees of the corporation. Plaintiff was 
an employee who retired in 1944, In 1948, 
defendant offered to buy plaintsff’s units 
for $10 and then for $30, a price admit- 
tedly inadequate. The trust deed made 
defendant the trustee for life and em- 
powered him to fix conclusively the fair 
price of the units at the time of the 
death or retirement of an employee. He 
was exonerated from all liability to the 
beneficiaries except willful breach of 
trust. 


Plaintiff sued defendant on the ground 
that the inadequate price was a breach 
of trust. The lower court found for the 
defendant on the ground that defendant 
exercised his discretion honestly and in 
good faith and within the limits of the 
trust. 
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HELD: Affirmed. The sum total of all 
the broad powers in the deed is that the 
trustee had practically unlimited powers 
so that in fixing the price, he was acting 
within the authority of the instrument. 
He was subject only to the requirement 
that he act honestly and the lower court 
found that he so acted. 

—Reported by Pennsylvania Editor 


REAL PROPERTY — Alien Cannot 
Take Devise or Proceeds of Sale 


Connecticut—Supreme Court of Errors 

Pavlick v. Meriden Trust & Safe Deposit Co., 

107 A. (2d) 262. 

Will devised residue of estate to 
brothers and sisters, who were citizens 
and residents of Czechoslovakia. Execu- 
tor, pursuant to an order of sale, sold 
testator’s real estate. The will did not 
direct the sale of the real estate, nor 
did it give a power of sale to the execu- 
tor. Trial court concluded the devise to 
the non-resident aliens, the defendants, 
of so much of the estate as was real 
property was void, that the doctrine of 
equitable conversion did not apply, that 
the proceeds of the sale of the real prop- 
erty were intestate estate, and should 
be paid to the plaintiff as the heir. 

HELD: No error. By the law of this 
state a non-resident alien is incapable 
of taking title to real estate located here 
either by purchase or devise, or other- 
wise, except as provided in Secs. 7166 
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and 7167 of the General Statutes or by 
treaty, and, therefore. a devise of real 
estate to him is void. The defendants 
contend that, even if that is so, under 
the common law the non-resident alien 
will take the property subject only to 
the right of the state to take it from 
him by escheat. In the case relied on, 
however, all the heirs were non-resident 
aliens and there was no other person 
who could take. 


In the event that a bequest or devise of 
the residue is void, the property goes to 
the next of kin or the heirs at law. 
Our theory is that such a purchase or 
devise is void. Accordingly, under our 
theory it would be illogical to hold that 
it requires action by the state to enforce 
an escheat in order to defeat such a 
devise. The will contained no direction 
to sell. Under the circumstances, the 
doctrine of equitable conversion does 


not apply. 
—Staff Digest 


SpouseE’s RIGHTs — Effect of Wid- 
ow’s Election on Shares of Residue 


Pennsylvania—Supreme Court 
Babcock Estate, 378 Pa. 456. 


Testator gave his residuary estate to 
trustees to divide into twenty-four equal 
parts. Eight parts were to be held in 
trust for his wife for life and after her 
death, the principal of this trust was to 
be added to the trusts for his two sons. 
One son was given three parts, the other 
son, two parts, and a nephew, three 
parts. The remaining eight parts were 
divided among employees, friends and 
charities. The will provided that if’ the 
widow elected to take against the will, 
the provisions for her were to be can- 
celled and the provisions of the will in 
respect to all property, except that taken 
by the widow in her election, should be 
carried out as if she had died immedi- 
ately after his death. 


The lower court distributed the estate 
as if the widow’s election had taken out 
of the estate the eight parts that were 
in her trust, thus eliminating the re- 
mainder interests of the two sons but 
maintaining the other sixteen parts in 
the same amounts dollarwise as they 
would have been if no election had been 
made. The sons appealed, contending 
that in effect the withdrawal of the wi- 
dow’s share reduced the dollar amount 
of the residue, giving them a remainder 
interest in eight parts that would have 
been in trust for the widow. 


HELD: Reversed. There is nothing in 
the will to warrant the inference that 
the sons’ remainder interests were to be 
cancelled if the widow elected to take 
against the will. The plain language con- 
firms what the law independently de- 
clares as the effect of the election. The 
share which a‘ widow takes by election 
automatically reduces the resique avail- 


able for disposition according to the will 
The provisions of the will are to hb 
applied to two-thirds residue of the en 
tire estate. The fund which was to he 
divided into twenty-four parts beca 
one-third less than the entire net estata 
because of the election. 


SPOUSE’s RIGHTS — Year’s Suppo 
Barred by Separation Agreemen 
Providing Widow with Permanent 
Alimony 


Georgia—Court of Appeals 


Hall v. First National Bank of Atlanta, 81 S.E, 
(2d) 522. 


Decedent entered into a contract with 
his wife, at a time when they were liv- 
ing in a state of separation. He trans- 
ferred to her, pursuant to the contract, 


certain assets in full satisfaction of per-| 


manent alimony. Decedent and his wife 
lived in a state of separation until de- 
cedent’s death. 


Decedent’s widow applied for a year’s 
support. His executor caveated her ap- 
plication, alleging the foregoing con- 
tract. 
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HELD: Under Georgia statute, perma- 


nent alimony bars all rights of a wife in 
her husband’s estate in her capacity as 
a wife. Similarly, a separation contract 
providing permanent alimony for the 
wife bars all interest in the husband’s 
estate, so that the widow was not en- 
titled to a year’s support from her de- 
ceased husband’s estate. 


SPOUSE’s RIGHTS — Widow Entitled 
to Statutory Share of Illusory Trust 


Utah—Supreme Court 

Alexander v. Zion’s Savings Bank & Trust Co., 

273 P. (2d) 173. 

Settlor and his first wife entered into 
a purported trust agreement in which 
they reserved the right to receive the 
income, revoke the trust in whole or in 
part, change the beneficiaries and na- 
ture of the trust, add to the trust fund, 
and have the trustee pay the expenses 
of the last illness of the surviving sett- 
lor. After his first wife died, settlor 
married the defendant. Later he took 
real property from the purported trust 
and conveyed it to a third party who 
in turn conveyed to the trustee the prop- 
erty involved in this appeal. Thereafter, 
settlor amended the agreement to pro- 
vide that defendant should be entitled 
to the use and occupancy of the real 
property so long as she desired. The 
lower court permitted plaintiffs, benefi- 
ciaries of the trust, to terminate it and 
have the principal distributed to them. 
Defendant claimed a one-third statutory 
share in the property on the basis that 
the purported trust was illusory and 
testamentary in nature. 


HELD: Reversed. It is unnecessary to 
determine the effect of reservations of 
power in the instant case, for, even if 
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1e willthe reserved powers would not by their 
to b@ipresence invalidate the trust, it would 
he en# fail through application of the test re- 
to b@quiring an interest which vests in the 
ecam@e beneficiary where the trust has broad 
estat@reservations of power. The trust instru- 
‘ment itself specifically negatived any 
possibility of vested interest when it 
said: “The respective interests of bene- 
hficiaries in the Trust Fund created here- 
by shall in no case vest in such benefi- 
ciaries until they, respectively, shall 
become entitled to receive and demand, 
absolutely and forthwith, the income or 
principal of the said Trust Fund .. .” 
t with) Such declaration and intent make the 
re liy.) trust testamentary in character and thus 
trans-) inoperative. Therefore, defendant is en- 
tract, titled to her one-third statutory interest 
f per-jj in the property included in the purported 
3 wife) trust. 
til de-j 
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—Staff Digest 


TERMINATION Termination of 
Trust Denied Despite Consent of 
Beneficiaries 


year’s 
sr ap- 
con- 
Pennsylvania—Supreme Court 


B 
erma- osler Estate, 107 A. (2d) 443. 
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Testatrix died in 1919 leaving a will 
in which she gave the shares of two 
daughters and a son in trust for life 
with remainder to issue with a general 
power of appointment by will in default 
of issue. The trusts had spendthrift pro- 
visions and testatrix stated her reason 
for leaving the shares in trust was that 
she wanted to assure the children of 
titled | support for life. The son’s trust fund was 
Trust originally $20,000 and the annual income 
| is $660. The son, aged 65, married and 
without issue, petitioned the Court to 





ist Co» 1 terminate the trust on the ground that 
; he was unable to support himself and 
1 into | his wife in comfort. The lower Court 
which | awarded him $1,200 from principal and 
e the $100 quarterly in the future. The trustee 
or 1M § appealed. 
oes HELD: Reversed. Where the settlor 
alee is deceased, the trust cannot be termina- 
we ted, even though all the beneficiaries 
ered agree, if the purpose of the settlor in 
took establishing the trust has not been fully 
Pea accomplished. It is pure speculation 
aie whether the settlor would regard the 
aaery purpose of the trust accomplished and 
Frid would want part of the principal turned 
nen over to the petitioner. Moreover, the 
titled cases are adamant in holding that where 
aia the life interest is limited by a spend- 
The thrift provision a trust established by a 
decedent cannot be terminated by the 
enefi- Court. 
> and 
as @® Joseph Trachtman, T&E’s New York 
that legal editor, advises that with the re- 
wail moval of the offices of his firm, Tracht- 
man & Wolf, to the Lincoln Building, 60 
East 42nd Street, he is considering the 
ry tO | installation of a trolley wire over which 
1S of he can dispatch his reports to us in the 
en if | adjoining building. 
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WILLs — Construction — Lapsed 
Bequests — Purpose of Will is to 
Avoid Provisions of Statute of De- 
scent 

United States—District Court, D. of C. 

Second National Bank of Washington v. Spinks, 

122 F. Supp. 153. 

Testator died in 1951, leaving a will 
dated April 18, 1945 and a codicil thereto 
dated April 24, 1949. In his will testator 
left cash bequests to each of five indi- 
viduals, two of whom predeceased’ the 
testator. One of the deceased legatees left 
issue and the other did not. 


In the codicil, testator disposed of the 
residue of his estate to twelve named 
individuals “each of them to receive the 
portion of said residue to which they 
would be entitled had I died intestate.” 
If the interests of five of the persons was 
limited to what they would have received 
had decedent died intestate, they would 
take nothing because they were not next 
of kin or heirs-at-law. Moreover, one per- 


son not named under the will or codicil © 


would take as an heir-at-law. 


The executor filed a Motion for Sum- 
mary Judgment to construe the will and 
codicil. 


HELD: Motion granted. The bequest 
to the deceased legatee who left issue 
would go to her issue pursuant to Title 
19, Section 110 D. C. Code, 1940, while 
the bequest to the deceased legatee who 
left no issue. would lapse. Where residu- 
ary beneficiaries are specifically named, 
it would do violence to the language of 
the testamentary instrument to construe 
a will in conformity with the statute of 
descent and distribution, as the purpose 
of a will is to avoid and not to carry into 
effect the provisions of the statute of de- 
scent and distribution. To apply any 
other construction would produce a re- 
sult under which certain of the residuary 
legatees would take nothing and one 
other person not mentioned at all would 
take. 


WiLLts — Probate Document 
Qualifying as Valid Will in State 
Where Executed Held Entitled to 
Probate at Decedent’s Domicile 


Tennessee—Court of Appeals (Middle Section) 
Ragsdale v. Hill, 269 S.W. (2d) 911. 


Testator was a resident of Tennessee 
but for some time prior to his death 
was hospitalized in Mississippi where he 
made his will. Testator died a few days 
later, and the named executor sought to 
probate the will in Tennessee. Probate 
was denied on the ground that the docu- 
ment was not subscribed by the two 
witnesses (who were present) as required 
by Uniform Wills Act in Tennessee. 


The executor made no further effort 
to probate the document. About a year 
later, however, the beneficiaries under 
the will learned of the existence of the 


document and instituted the present pro- 
ceedings to probate the will. The admin- 
istrator, who had been appointed after 
probate was originally denied, resisted 
on the ground that the prior proceed- 
ings were res adjudicata. The Circuit 
Judge held that the will met the require- 
ments of Mississippi law, and was en- 
titled to probate. 

HELD: Affirmed. Under Mississippi 
statutes, it is necessary that a will be 
attested by two witnesses, but these 
witnesses need not subscribe their names. 
The requirements of Mississippi law 
were clearly met. The previous probate 
proceedings involved only a holding that 
the will did not meet the requirements 
of Tennessee law. No effort was made in 
that case to qualify the will under 
Mississippi statutes. Consequently the 
previous proceeding are not a bar to the 
present suit. 


WILLs — Probate — Witnesses Must 
See Testator Sign 


Washington—Supreme Court 
Estate of Cronquist, 145 Wash. Dec. 321. 


In a will contest, the Trial Court en- 
tered findings of fact sustaining the 
allegations that neither of the two wit- 
nesses saw the decedent affix his signa- 
ture to the will, and that the decedent 
did not inform the attesting witnesses 
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that he had so affixed his signature, 
and held the will invalid. 


HELD: Affirmed. The statute provides 
that a will “shall be in writing signed 
by the testator or testatrix, or by some 
other person under his or her direction 
in his or her presence, and shall be 
attested by two or more competent wit- 
nesses, subscribing their names to the 
will in the presence of the testator or 
testatrix by his or her direction or re- 
quest.” A witness to a will must have 
personal knowledge that the will was 
signed by the testator or testatrix, or 
by some other person under his or her 
direction, in his or her presence. Attesta- 
tion constitutes a certification that the 
signature ‘is genuine. 


,, Those who attested this will witnessed 


STATEMENT OF THE OWNERSHIP, 
‘MANAGEMENT. AND CIRCULATION 
REQUIRED BY THE- ACT OF CON- 
RESS OF AUGUST 24, 1912, AS 
MENDED BY THE ACTS OF MARCH 
3,.:1933, AND JULY 2, 1946 €Title 39, 
United States Code, Section 233) 


Of TRUSTS and ESTATES. (Magazine), 
published monthly at New York, N. Y. for 
f October 1, 1954. 


1.. That the names and addresses. of 
the publisher, editor, managing editor, 
and business managers are: 


Publisher, Christian C. Luhnow, “Mag- 
nolia” Gordonsville, Virginia. Editor, 
Christian C. Luhnow, “Magnolia” ~~ 
donsville, Virginia. pany Hy | editor, P 
Philip Lacovara, 50 East 42 Street, New 
_ York 17, N. Y. Business manager, M. M. 

ee 50 East 42 Street, New York 17, 


2. That the owner is: Fiduciary Pub- 
lishers, Inc., 50 East 42 Street, New York 
17, N. Y. Christian C. Luhnow, Stock 
Holder, 90 Shares, Gordonsville, Virginia; 
Josephine L. Luhnow, Stock Holder, 30 
Shares, Gordonsville, Virginia. 


8. Thct the known bondholders, mort- 
gagees, and other security holders owning 
or holding 1 percent or more of total 


amount of bonds, mortgages, or other se- 


curities are: None. 


4. Paragraphs 2 and 3 include, in 
cases where the stockholder or security 
holder appears upon the books of the 
company as trustee or in any other fidu- 
ciary relation, the name of the person or 
corporation for whom such trustee is 
acting; also the statements in the two 
paragraphs show the affiant’s full knowl- 
edge and belief as to the circumstances 
and conditions under which stockholders 
and security holders who do not appear 
upon the books of the company as trus- 
tees, hold stock and securities in a ca- 
pacity other than that of a bona fide 
owner. 


CHRISTIAN C. LUHNOW 

Sworn to and subscribed before me this 
30th day of September, 1954. 

P, Puitie LACOVARA 
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with powers of a Notary Public. 
(My commission expires March 30, 1955) 


1064 


nothing so far as the acts of the testator 
were concerned. They. did not ‘see him 
sign, or anyone ’sign for him. It need 
not be decided whether it would - have 
been sufficient for them to have heard 
the testator acknowledge that he had 
signed the will, for there was no such 
acknowledgement shown. 


A AA 


Institute on Probate and 
Trust Law 


An Institute on Probate and Trust Law 
was presented October 28-29 by the 
Southwestern Legal Foundation in co- 
operation with Southern Methodist Uni- 
versity School of Law. W. H. Marshall, 
Esq., of Houston spoke on the ‘Revocable 


“frust, and Arthur B. Pfleiderer, vice 


president of Detroit Trust Co., on Busi 
ness Interests in Decedents’ Estates a 
Trusts. A panel moderated by Mauric#! 
E. Purnell of Locke, Locke & Purne 
Dallas, dealt with Problems Relating t 
Property of a Non-Resident Decedent 
Eugene O. Kuntz, professor of law, Uni 
versity of Oklahoma School of Law, con 
cluded the first day’s program with a 
address on Powers of Appointment. 
The following day the Discretionary 
Powers of a Trustee were discussed by 
Earl S. MacNeill, vice president of Irv. 
ing Trust Co., New York; Mineral In 
terests in Estates and Trusts by Thomas 
B. Duggan, Jr., Lubbock attorney; an 
the Duty or Liability to Pay Estate, In 
heritance and Income Taxes was pre 
sented by R. N. Gresham of San Antonia 
president of the State Bar of Texas. 
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THE “NAUTILUS” 


Atomic Sub and Builders Rely on World’s 
Greatest Lubrication Knowledge 


With the launching of the “Nautilus” 
— world’s first atomic-powered subma- 
rine—the U.S. Navy crossed the thresh- 
old of the atomic age. 

Socony-Vacuum is proud that it has 
been able to play a dual role in this most 
significant event. 

First, famous Socony -Vacuum lubri- 
cants are now protecting vital machin- 
ery aboard the “Nautilus.” 

Second, Electric Boat Division, Gen- 


eral Dynamics Corp.—builder of the 
“Nautilus’”— relies 100% on our lubri- 
cants and a program of Correct Lubrica- 
tion to protect its plant equipment... 
has done so for the past 34 years! 

We wish the “Nautilus” and her crew 
all success... pledge our continued 
cooperation, in every way possible, to 
the Navy and its suppliers, toward the 
end of keeping America and her allies 
strong. 


The Makers of Mobilgas and Mobiloil 


A snorkel intake tube being machined to — 
very precise tolerances on one of the large © 
lathes in the Groton plant. 


Hydraulic bender shapes section of 8-in. 4 
steel pipe in two minutes. This operation © 
formerly took a full day. 
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